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INTRODUCTION 


Traditionally,   alcoholism,  drug  abuse  and  mental 
health  were  viewed  as  "different"   from  physical  disor- 
ders.    Causes  were  mysterious,   cures  rare  and  social 
stigma  was  attached  to  victims.     Frequently,   the  med- 
ical establishment  treated  only  the  physical  problems 
related  to  these  diseases,  while  neglecting  the  less 
tangible  underlying  problems. 

Recent  years  have  witnessed  tremendous  growth  in 
public  expenditures  for  alcoholism,  drug  abuse  and 
mental  health,   a  decline  in  social  stigma  associated 
with  these  diseases,   and  an  increase  in  practical 
treatment  alternatives.     Nonetheless,  many  private 
health  insurers  have  not  expanded  their  coverage  to 
pay  for  comprehensive  treatment  of  these  diseases. 
Most  private  health  insurance  reimbursement  for  alco- 
holism,  drug  abuse  and  mental  health  is  limited  to 
medically-oriented  inpatient  settings,   and  few  com- 
panies pay  for  care  in  outpatient  settings  or  those 
staffed  by  nonmedical  personnel. 


Because  of  the  limited  coverage  for  these 
diseases  available  in  the  private  marketplace,  state 
governments  have  been  asked  to  exercise  their  regula- 
tory authority  over  the  insurance  industry  and  require 
expansion  of  such  benefits.     Despite  the  opposition 
of  health  insurers,   a  number  of  state  legislatures 
enacted  laws  in  the  1970s  requiring  benefits  for  alco- 
holism,  drug  abuse  and  mental  health.     Other  legisla- 
tures enacted  less  stringent  versions  of  these  same 
statutes,   requiring  only  that  health  insurers  offer 
such  benefits  to  the  policyholder  at  his  option. 
These  state  laws  were  enacted  for  a  variety  of  reasons 
to  encourage  recognition  and  treatment  of  these 
diseases  to  the  same  degree  as  physical  illnesses;  to 
promote  some  third-party  reimbursement  to  public  pro- 
grams;  to  reduce  utilization  of  other  medical  services 
because  of  psuedo-diagnoses  or  related  physical 
diseases;   and  to  improve  the  structure  of  treatment 
benefits . 


This  report  highlights  some  of  the  problems 
leading  to  state  legislation  in  this  area,  analyzes 
specific  provisions  of  a  variety  of  state  laws  on  the 
subject,   and  provides  additional  detail  on  costs 
(where  available) ,  model  benefit  packages  and  other 
issues  surrounding  this  public  policy  question. 
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When  discussing  health  insurance  benefits  for 
alcoholism,   drug  abuse  and  mental  health,   it  is  help- 
ful to  consider  the  extent  of  these  problems  in  the 
United  States  and  the  resources  already  devoted  to 
them.     According  to  the  National  Institute  on  Alcohol 
Abuse  and  Alcoholism   (NIAAA) ,   there  are  an  estimated 
ten  million  problem  drinkers  in  the  United  States,  and 
only  one  million  of  these  are  receiving  treatment. 
Approximately  $393  million  is  obligated  annually  by 
federal  and  state  governments  for  treatment  and  re- 
habilitation of  alcoholism,  with  state  funds  alone 
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accounting  for  more  than  half  that  amount . 1 


Estimates  of  drug  abuse  in  the  United  States  are 
very  imprecise.     One  reason  for  the  lack  of  solid 
information  is  that  experts  do  not  agree  on  the  proper 
distinction  between  use  and  abuse.     It  is  known  that 
approximately  200,000  people  received  federally  funded 
treatment  for  use  of  amphetamines,   cocaine,  heroin, 
barbiturates,   LSD,   PCP  and  inhalants  in  1977.  Moreover 
it  is  estimated  that  over  six  million  persons  use  these 
substances  for  nonmedical  purposes.^     According  to  the 
National   Institute  of  Drug  Abuse    (NIDA) ,  approximately 
$272  million  was  allocated  for  drug  abuse  treatment 
and  rehabilitation  in  fiscal  year  1978  by  various 
agencies  of  the  federal  government.     NIDA  projections 
of  state  expenditures  for  drug  abuse  treatment  that 
year  are  about  $222  million,   with  at  least  another  $93 
million  from  local  government.^ 


Mental  illness  in  the  United  States   (which  may 
include  problems  related  to  alcohol  and  drug  abuse) 
is  a  problem  of  considerable  magnitude.  Current 
estimates  for  mental  health  services  show  that  as 
much  as  15  percent  of  our  population   (32  million)  has 
some  need  for  mental  health  services.     Of  this  number, 
it  is  estimated  that  almost  seven  million  are  not 
getting  help. 4     Public  and  private  expenditures 
for  direct  mental  health  services  amount  to 
approximately  $17  billion  a  year. 5 


As  the  statistics  on  prevalence  and  treatment 
costs  of  alcoholism,   drug  abuse  and  mental  health 
indicate,   the  movement  toward  greater  private  in- 
surance coverage  of  these  diseases  will  not  remove 
the  need  for  direct  government  funding  of  alcohol- 
ism,  drug  abuse  and  mental  health  programs.  One 
reason  is  that  clients  in  publicly  funded  programs 
are  less  likely  to  have  private  health  insurance 
than  the  working  population  as  a  whole. 

The  extent  to  which  alcoholism  programs  rely 
on  government  support  is  evident  from  1977-78  data 
which  show  that  publicly  funded  alcoholism  treat- 
ment organizations  received  only  18  percent  of 
their  funds  from  third-party  reimbursement . 6  Even 
among  publicly  funded  alcoholism  programs,  wide 
differences  exist  in  clients'   potential  for  insur- 
ance coverage,  depending  on  the  type  of  program. 
For  example,   when  NIAAA  monitored  selected  programs, 
it  found  that  48  percent  of  their  clients  in  alco- 
holism treatment  programs  and  only  21  percent  of 
clients  in  their  public  inebriate  programs  had 
health  insurance.     On  the  other  hand,    50  percent  of 
NIAAA  clients  in  problem  drinking  driver  programs 
and  85  percent  of  their  clients  in  occupational 
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programs  had  health  insurance.     Among  those  NIAAA 
clients  who  had  insurance,   coverage  for  alcoholism 
ranged  from  a  low  of  10  percent  to  a  high  of  45 
percent,   again  correlating  with  the  type  of  pro- 
gram .  ^ 

Increased  private  health  insurance  coverage 
probably  will  have  an  even  smaller  inpact  on  pub- 
licly funded  drug  abuse  programs  than  on  alcoholism 
centers.     A  1977  NIDA  study  of  utilization  of 
third-party  payments  for  NIDA-funded  drug  abuse 
treatment  centers  concluded  that  these  clients  are 
among  the  least  likely  to  have  third-party  coverage 
and  that  most  drug  treatment  programs  cannot  rely 
on  third-party  payments  as  a  principal  source  of 
revenue.     In  the  drug  abuse  programs  with  the  best 
rates  for  garnering  third-party  funds,  only  12  per- 
cent of  the  1600  clients  had  private  health  insur- 
ance .  8 

With  regard  to  mental  health,   private  health 
insurance  also  cannot  be  expected  to  greatly  dimin- 
ish public  expenditures,  especially  in  the  area  of 
long-term  institutional  or  maintenance  care.  The 
1978  President's  Commission  on  Mental  Health,  for 
example,   reports  that  of  the  $17  billion  annually 
spent  for  direct  mental  health  services,  over  50 
percent  is  devoted  to  services  in  nursing  homes  and 
public  mental  hospitals.     The  Commission  further 
reports  that  private  insurance  pays   for  only  11 
percent  of  the  total  direct  mental  health  care  bill 
as  opposed  to  25  percent  of  all  health  care  costs.  9 

Although  these  figures  lead  to  the  conclusion 
that  private  health  insurance  coverage  of  alcoholism, 
drug  abuse  and  mental  illness  will  not  necessarily 
reduce  the  need  for  public  financing  of  treatment 
programs,  there  is  evidence  that  at  least  some  of 
these  programs  could  attract  more  third-party  pay- 
ments if  private  insurance  offered  better  coverage 
for  these  illnesses.     More  significantly,  health 
insurance  coverage  of  substance  abuse  and  mental 
illness  should  provide  greater  access  to  treatment 
for  the  working  population  and  its  dependents. 

Another  benefit  expected  from  better  insurance 
coverage  of  alcoholism,   drug  abuse  and  mental  ill- 
ness is  decreased  utilization  of  medical  services 
for  other  illnesses.     The  literature  reveals  that 
mental  or  emotional  illness  is  related  to  such 
physical  illness  as  duodenal  ulcers,  hypertension 
and  migraine.10     The  American  Hospital  Association 
estimates  that  as  much  as  29  percent  of  all  general 
admissions  have  complications  of  alcoholism.  Alco- 
holic employees  have  higher  sickness  and  absenteeism 
rates  than  nonalcoholics  because  of  a  greater  inci- 
dence of  respiratory  infections,  musculo-skeletal 
disorders,  digestive  illnesses  and  accident  rates 
associated  with  alcoholism . 1 1 

State  laws  mandating  health  insurance  coverage 
for  alcoholism,  drug  abuse -and  mental  illness  could 
alter  the  structure  of  treatment  benefits.  A  clas- 
sic example  is  the  "revolving  door"  syndrome  of 
the  alcoholic  who  goes  through  detoxification  again 
and  again  with  no  follow-up  treatment  for  alcoholism 


because  his  insurance  covers  only  acute  hospital 
care.     Proponents  of  state  mandated  benefits  believe 
such  laws  could  make  comprehensive  treatment  of 
alcoholism  more  attractive  to  care  providers  and 
consumers . 12 

The  Health  Insurance  Association  of  America 
(HIAA) ,   representing  companies  writing  80  percent 
of  the  nation's  health  insurance,  opposes  all  mandated 
benefits.     HIAA  believes  such  legislation:  substi- 
tutes government  choice  for  individual  and  group 
decisions  about  benefits;   adds  to  health  costs 
through  the  direct  cost  of  the  benefit  and  the  admin- 
istrative costs  of  using  different  policy  forms  in 
different  states;   and  favors  one  consumer  segment  over 
the  total  insured  group.     HIAA  also  believes  mandated 
coverage  in  commercial  insurance  is  one  reason  employ- 
ers turn  with  increasing  frequency  to  self-insurance . 13 

Insurers  and  employers  offer  a  multitude  of 
philosophical  and  practical  reasons  for  opposing 
comprehensive  health  insurance  benefits  for  all  or 
one  of  the  diseases  of  alcoholism,   drug  abuse  and 
mental  illness.     For  instance,   some  insurers  object 
to  nonmedical  treatment  of  alcoholism  and  drug  abuse 
because  they  believe  these  are  social  problems. 
Many  insurance  companies  disapprove  of  substance 
abuse  centers  staffed  by  social  workers  or  ex-addicts 
and  prefer  JCAH  accreditation  to  state  regulation  of 
treatment  centers.     Insurers  also  are  reluctant  to 
reimburse  public  programs  which  are  free  to  some 
clients  and  may  be  opposed  to  reimbursement  for  some  of 
these  programs  because  of  low  "cure"   rates  and  high 
recidivism   (particularly  in  drug  abuse  programs) . 

Insurance  groups  resist  comprehensive  coverage 
of  mental  illness  because  they  believe  it  is  an  ill- 
defined  disease  with  regard  to  conditions  requiring 
care,   duration  of  treatment  and  criteria  for  recovery. 
They  indicate  it  is  actuarily  difficult  to  measure 
risks  without  a  predictable  course  of  illness. 
Finally,   insurers  point  out  that  some  mental  health 
treatment,   such  as  psychoanalysis  or  long-term  custo- 
dial care,   is  far  too  costly  to  be  borne  by  insurance. 
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ALCOHOLISM  AND 

PRIVATE  HEALTH  INSURANCE 


Alcoholism  is  a  disease  which,   until  recent  year 
has  received  limited  public  recognition.  Hospitals 
frequently  refused  to  admit  alcoholics  and  health  in- 
surers limited  or  excluded  coverage  of  the  disease. 
Reimbursement  for  treatment  of  alcoholism  was  provided 
under  mental  health  insurance  benefits  or  under  cov- 
erage for  other  related  diseases,   if  it  was  available 


at  all 
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In  the  19  70 's,   however,   alcoholism  began  to 
receive  considerable  attention  from  a  variety  of 
groups.     As  federal  and  state  governments  appropri- 
ated substantial  funds  for  treatment  of  alcoholism, 
policymakers  and  treatment  providers  began  to  urge 
the  private  sector  to  assume  a  bigger  financial 
role  in  this  area  through  more  comprehensive  in- 
surance benefits  for  alcoholism.     Some  insurers 
voluntarily  established  or  expanded  coverage  of 
alcoholism  treatment.     Throughout  this  decade, 
state  legislatures  enacted  laws  requiring  health 
insurers  to  cover  alcoholism  or  at  least  offer 
such  coverage  to  subscribers. 

Despite  this  surge  of  activity,   some  insurers 
continue  to  resist  coverage  of  alcoholism  treatment, 
particularly  in  nonmedical  settings,   and  the  major- 
ity of  states  leave  the  matter  to  the  discretion  of 
insurers  and  policyholders. 


EXISTING  COVERAGE 


Existing  insurance  benefits  for  alcoholism 
serve  as  one  indicator  of  the  need  for  legislative 
action  to  encourage  or  mandate  such  coverage.  In 
addition  to  the  coverage  versus  exclusion  issue, 
there  are  a  number  of  controversial  areas  in  insurance 
which  does  cover  alcoholism.     Typical  benefit  varia- 
tions are  group  vs.   individual  coverage,  hospital 
vs.   nonmedical  settings,   inpatient  vs.  outpatient 
care,   acute  vs.   rehabilitative  treatment  and  specific 
benefits  vs.   coverage  like  any  other  illness. 

Because  the  Blue  Cross  Association  recently  con- 
ducted a  comprehensive  survey  on  alcoholism  benefits 
of  member  plans  and  because  a  few  of  its  members  have 
experience  with  special  alcoholism  coverage,   Blue  Cross 
offers  the  best  data  available  on  existing  coverage. 
A  1977  survey  of  locally  administered  Blue  Cross  plans 
revealed  that  54  of  the  61  plans  responding   (88%)  cover 
medical  detoxification.     Forty  of  the  Blue  Cross  plans 
cover  alcohol  rehabilitation,  but  only  eight  out  of 
61  plans  cover  both  inpatient  and  outpatient  services 
in  hospital  and  nonhospital  settings.     No  standard 
Blue  Cross  benefit  package  exists  and  coverage  is 
most  comprehensive  in  states  with  benefits  mandated 
by  law.     The  study  concludes  that  Blue  Cross  plans 
have  nonuniform,   low-level  coverage  for  comprehensive 
alcohol  rehabilitation.-'--' 


The  Department  of  Health,  Education  and  Welfare's 
Third  Special  Report  to  the  U.S.   Congress  on  Alcohol 
and  Health  contains  additional  information  about  pri- 
vate sector  insurance  plans  and  alcoholism.     That  re- 
port states  that  only  13  percent  of  commercial  insur- 
ance policies  exclude  coverage  of  alcoholism  treatment, 
The  report  points  out  that  health  maintenance  organi- 
zations   (HMO's)   must  offer  treatment  and  referral  ser- 
vices  for  alcoholism  and  drug  abuse  to  qualify  for 
federal  subsidies.     Industries  with  occupational  alco- 
holism programs  are  also  providing  insurance  coverage 
for  inpatient  alcoholism  treatment.     The  report  cites 
AFL-CIO  unions,   and  other  major  unions  such  as  United 
Auto  Workers,  United  Mine  Workers  and  Teamsters  as 
participating  in  the  implementation  of  comprehensive 
alcoholism  benefits.^ 


An  earlier  review  of  the  practices  of  12  major 
insurance  companies    (writing  over  50  percent  of  private 
health  insurance)    showed  that  most  insurance  companies 
pay  for  treating  alcoholism  as  an  illness  like  any 
other  if  the  care  takes  place  in  a  hospital.  Special 
alcoholism  facilities  ordinarily  are  not  covered 
because  of  their  nonmedical  orientation .  1 ^ 


MODEL  BENEFITS 


State  policymakers  and  others  interested  in 
comprehensive  insurance  coverage  of  alcoholism 
should  find  the  recent  development  of  model  benefit 
packages  helpful  both  in  designing  legislation  and 
considering  the  feasibility  of  implementation.  The 
Blue  Cross  Association,   the  National  Institute  on 
Alcohol  Abuse  and  Alcoholism    ( N I AAA )    and  the  Cali- 
fornia Public  Employees  Retirement  System  are  among 
those  who  have  produced  model  benefit  packages  for 
alcoholism  in  the  last  five  years. 

In  1976,   NIAAA  contracted  with  the  Blue  Cross 
Association  to  develop  a  model  benefit  program  cov- 
ering intermediate  and  outpatient  care.     This  mod- 
el alcoholism  benefit  structure  consists  of: 

30  days  of  intermediate  care  per  treatment 
period 

30  outpatient  visits  per  treatment  period 

15  family  therapy  visits  per  treatment 
period 

60  outpatient  visits  in  lifetime  reserve 

Most  significantly,   this  model  benefit  provides 
alcoholism  treatment  benefits  during  only  two 
treatment  periods    (365  days  each)   per  lifetime. 

The  Blue  Cross  model  benefit  does  not  specify 
dollar  limitations,   but  offers  insureds  three  op- 
tions  for  coinsurance  upon  enrollment    (40  percent, 
20  percent  and  no  coinsurance) .     Covered  services 
include  medical  and  psychiatric  evaluation,  room 
and  board,  psychotherapy,   counseling,  recreation 
and  family  therapy,   education  and  needed  drugs. 
Blue  Cross's  model  coverage  requires  physician  cer- 
tification of  need  and  appropriateness . of  treatment 
within  ten  days  after  treatment  begins.  Inpatient 
hospital  care  is  not  part  of  the  model  because 
Blue  Cross  already  provides  this  coverage  on  the 
same  basis  as  other  illnesses. 18 


In  1974,  NIAAA  developed  a  less  detailed 
benefit  package  in  order  to  test  the  cost  of 
covering  alcoholism  treatment.     The  package  pro- 
vides : 

6  days  of  emergency  inpatient  care 

14  days  of  inpatient  care 

30  days  of  short-term  intermediate  care 

60   to  90  days  of   long-term  care 

.    .  19 

30  outpatient  care  visits 

Still  another  model  insurance  package  was 
designed  in  response  to  a  1974  legislative  mandate 
in  CALIFORNIA.      This  pilot  program  provided  alco- 
holism coverage  to  state  employees  and  their  fam- 
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ilies  and  paid  the  following  benefits: 

Up  to  6  days  of  acute  care  for  detoxifi- 
cation with  a  maximum  benefit  of  $960, 
plus  $50   for  ambulance  service 

Up  to  21  days  of  intermediate  care  for  a 
maximum  benefit  of  $2100 

Up  to  30  days  of  day  or  night  residential 
care  with  a  $50  limit 

Up  to  45  outpatient  visits  with  a  maximum 
of  $1,125  to  be  furnished  by  a  physician, 
marriage  or  family  counselor,  licensed 
social  worker,   licensed  psychologist  or 
paraprof essional  provider  of  alcoholism 
care^O 


COSTS  AND  UTILIZATION 

Another  important  consideration  for  states 
contemplating  mandatory  alcoholism  benefits  and  for 
insurers  exploring  the  feasibility  of  expanding 
these  benefits  is  the  potential  cost  of  such  cov- 
erage.    Precise  fiscal  data  on  costs  attributable 
to  insurance  coverage  of  alcoholism  are  difficult 
to  locate.     Even  companies  which  cover  this  disease 
claim  that  they  do  not  segregate  records  by' any 
single  component  of  their  medical  payments  experi- 
ence.    Also,   numerous  factors  affect  costs  and 
quantity  of  alcoholism  benefits.     Some  of  these 
variables  are  chronicity  of  disease,  motivation  of 
insured,   employer  activities,   early  detection,  na- 
ture of  the  covered  group  and  geographical  location 
of  treatment  facilities. 

A  1977  survey  revealed  that  most  of  the  states 
which  enacted  mandatory  benefit  laws  did  so  with 
very  little  fiscal  information  and  that  the  laws 
are  too  recent  for  states  to  produce  data  based  on 
experience . 2 ^     Blue  Cross  and  Blue  Shield  of  Colo- 
rado indicated  that  changing  that  state's  required 
alcoholism  option  from  30  to  45  inpatient  days  per 
year  in  group  policies  resulted  in  an  annual  prem- 
ium increase  of  $3   for  individuals  and  $6.72  for 
families.     No  costs  were  stated  for  the  original 
30  days  of  hospitalization.     When  WISCONSIN'S  man- 
datory benefits  law   (which  includes  treatment  of 
such  illnesses  as  mental  disorders,  alcoholism, 
drug  abuse  and  kidney  disease)   became  effective, 
the  Blue  Cross  Plan  of  Wisconsin  filed  a  group 
premium  rate  of  69   cents  per  month  for  individuals 
and  $1.99  per  month  for  families.     The  state  ac- 
cepted these  rates  with  the  understanding  that  they 
would  be  reviewed  after  experience  rating.  Actual 
experience  showed  that  the  anticipated  loss  ratio 
had  been  overestimated  by  approximately  60  percent. 
As  a  result,   in   1977   credits  of  42  cents  and  $1.21 
per  month  were  applied  to  individual  and  family 
policies  respectively.  2 


Some  cost  and  utilization  information  has  been 
developed  in  conjunction  with  the  model  benefit  pack- 
ages for  alcoholism  insurance.     Lack  of  reliable 
cost  data  was  one  impetus  for  the  Blue  Cross  model 
alcoholism  benefit.     In  formulating  this  model,  a 
theoretical  rate  equation  was  developed  based  on 
the  type  and  amount  of  services  in  policies  v/hich 
already  cover  alcoholism.     Assuming  that  full  model 
benefits  are  used,   that  utilization  is  four-tenths 
of  one  percent,   that  intermediate  care  costs  $65 
per  day  and  that  outpatient  visits  costs  $30  each, 
Blue  Cross  projects  a  premium  of  $7.74  a  year  for 
individuals,   exclusive  of  administrative  costs  or 
coinsurance  options. 2^ 

Originally,   Blue  Cross  planned  to  field  test 
its  model  alcoholism  benefit  package  to  determine 
actual  marketing  factors  involved,  but  NIAAA  fund- 
ing was  not  granted.     Blue  Cross  may  demonstrate 
its  model  alcoholism  project  with  private  financing. 

The  CALIFORNIA  pilot  alcoholism  insurance 
program  for  public  employees  produced  data  derived 
from  actual  experience.     That  program  lasted  23 
months    (from  June  1974   to  May  1976)    and  was  admin- 
istered by  the  Public  Employees  Retirement  System 
which  utilized  nine  different  insurers.     All  costs 
were  paid  out  of  a  state  general  fund  appropriation 
of  slightly  over  $675,000.     Utilization  of  alcohol- 
ism treatment  benefits  was  quite  low  (five-tenths 
of  one  percent) .     Although  outpatient  care  was  the 
treatment  most  frequently  used,   inpatient  care  costs 
accounted  for  about  87  percent  of  all  treatment 
costs.     Average  inpatient  cost  per  person  for  the 
program  was  $1,732.     Average  outpatient  cost  per 
person  was  $153.15.     The  average  total  cost  per 
user  in  the  CALIFORNIA  pilot  program  was  $885. 

Based  on  CALIFORNIA'S   23  months  of  experience 
and  bearing  in  mind  low  utilization  rates,  average 
premiums  of  $2.05  annually  per  policy  would  have 
been  necessary  to  cover  alcoholism  treatment.  One 
analysis  of  treatment  costs  versus  savings  suggests 
that  for  each  dollar  of  treatment  spent  in  the  pilot 
program,    42  cents  was  saved  in  costs   for  other  health 
care . 25 

A  19  74  report  by  Booz,  Allen  and  Hamilton  attemp- 
ted to  estimate  the  costs  of  NIAAA 's  1974  model  alco- 
holism benefit.     Although  those  dollar  figures  are 
now  out  of  date,   a  look  at  relative  costs  for  various 
treatment  settings  may  be  useful.     Comparing  model 
benefit  inpatient  costs  per  client  stay  at  general 
hospitals,   specialized  alcoholism  hospitals,  other 
specialized  hospitals  and  hospital-affiliated  in- 
patient care,   the  latter  setting  was  the  most  expen- 
sive while  specialized  alcoholism  hospitals  were 
least  expensive.     Intermediate  care  was  most  costly 
for  partial  hospitalization  when  compared  to  recov- 
ery homes    (or  halfway  houses) ,   specialized  alcohol- 
ism hospitals  and  24  hour  nonmedical  residential 
care.     Recovery  homes  offered  the  least  expensive 
intermediate  care  for  alcoholics.     Outpatient  care 
was  most  expensive  at  community  mental  health  centers 
when  compared  to  neighborhood  alcoholism  centers  and 
hospital-based  outpatient  clinics.2^ 
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STATE  LAWS 

At  the  close  of  1978,^7  there  were  23  states  with 
laws  regulating  insurance  coverage  of  alcoholism. 
Fourteen  states  mandated  that  health  insurance  poli- 
cies cover  alcoholism  treatment  and  13  states  required 
that  optional  alcoholism  benefits  be  offered  to 
policyholders.     The  total  number  of  states  regulating 
alcoholism  and  insurance  benefits  does  not  equal  27 
because  four  states  have  mandated  benefits  for  some 
policies  and  required  options  for  other  policies. 


Mandatory  Coverage 

States  which  require  certain  health  insurance 
policies  to  pay  for  treatment  of  alcoholism  are 
considered  to  have  "mandatory  coverage"  laws. 
States  with  "mandatory  coverage"  of  alcoholism  are 
CONNECTICUT,    HAWAII,    ILLINOIS,   MASSACHUSETTS,  MIN- 
NESOTA,  MISSISSIPPI,   MISSOURI,    NEW  JERSEY,  NORTH 
DAKOTA,    OHIO,    OREGON,   VIRGINIA,   WASHINGTON  and 
WISCONSIN.     Beyond  requiring  alcoholism  coverage, 
the  14   state  laws  are  not  uniform  and  mandate  a 
wide  variety  of  benefits.     Common  provisions  of 
these  state  laws  are:     type  of  contracts;  accept- 
able treatment  settings;  minimum  or  maximum  days 
of  covered  treatment;   allowable  dollar  benefits; 
approved  treatment  providers;   and  other  require- 
ments or  limitations  on  health  insurance  coverage 
of  alcoholism. 

In  11  of  the  14  states  with  mandatory  alco- 
holism benefits,   the  requirement  applies  solely 
to  group-type  policies. 28     Only  MASSACHUSETTS, 
NEW  JERSEY  and  VIRGINIA  extend  the  mandatory 
coverage  to  individual  policies. 

Treatment  setting  is  probably  the  most  sig- 
nificant feature  of  state  laws  mandating  alcohol- 
ism benefits,   because  this  provision  can  either 
reinforce  traditional  medically-oriented  care  or 
encourage  new  patterns  of  treatment.     Six  state 
laws  limit  mandatory  coverage  to  inpatient  care, 
while  seven  states  require  health  insurance  pol- 
icies to  pay  for  alcoholism  treatment  in  either 
inpatient  or  outpatient  settings    (NORTH  DAKOTA'S 
partial  hospitalization  requirement  is  counted  as 
"outpatient"  coverage) .     Eleven  of  the  14  states 
with  mandatory  coverage  mention  hospitals  as  ac- 
ceptable care  facilities  and  seven  of  these  states 
also  permit  treatment  in  specialized  alcoholism 
facilities.     Although  Joint  Commission  on  Accre- 
ditation of  Hospitals    (JCAH)    approval  is  not  re- 
quired by  any  of  these  laws,   NEW  JERSEY  requires 
that  residential  facilities  meet  state  standards 
which  equal  those  of  JCAH.      OHIO  and  OREGON  laws 
accept  facilities  which  are  either  licensed  by 
the  state  or  approved  by  JCAH. 

Many  of  the  state  laws  which  require  insurers 
to  pay  for  alcoholism  care  place  limitations  on 
duration  of  covered  treatment.     The   least  amount 
of  inpatient  treatment  is   found  in  the  VIRGINIA 


law  which  specifies  that  insurers  provide  90  days 
per  lifetime.     HAWAII  mandates  a  maximum  of  21 
inpatient  days  per  year    (three  admissions  of 
seven  days  each) .     MINNESOTA,   MASSACHUSETTS  and 
WISCONSIN  require  insurers  to  cover  a  minimum  of 
28  to  30  days  of  inpatient  care  per  year.  CON- 
NECTICUT law  sets  a  minimum  of  45  inpatient  days 
a  year,   while  NORTH  DAKOTA  requires  coverage  of 
the  longest  period  of  inpatient  alcoholism  care 
(70  days  yearly) . 

Limitations  on  duration  of  outpatient  alco- 
holism treatment  are  set  by  only  two  states  -- 
MINNESOTA  and  NORTH  DAKOTA.      MINNESOTA  law  estab- 
lishes a  130  hour  yearly  minimum  for  outpatient 
care,    and  NORTH  DAKOTA  requires  a  minimum  of  140 
days  of  partial  hospitalization.     NORTH  DAKOTA'S 
partial  hospitalization  requirement,  however, 
is  not  in  addition  to  required  inpatient  days. 
Two  partial  hospitalization  days  may  be  substitut- 
ed for  one   inpatient  day  or  a  combination  of  the 
two  benefits  may  be  used. 

Dollar  limitations  on  alcoholism  coverage 
are  found  in  six  mandatory  alcoholism  coverage 
laws.     These  provisions  may  effectively  limit 
other  required  benefits.     MASSACHUSETTS  estab- 
lishes a  $500   floor  for  outpatient  care  per  year. 
WISCONSIN  requires  that  insurers  provide  a  yearly 
minimum  of  $500  in  first  dollar  outpatient  bene- 
fits.    OHIO  sets  a  $500  yearly  minimum  for  inpa- 
tient and  outpatient  care  combined.  MISSISSIPPI 
law  requires   $1000  per  year   for  allowable  hospital 
benefits   for  alcoholism,   while  VIRGINIA  limits 
required  inpatient  benefits  to  a  "reasonable" 
amount  or  $80  a  day.     OREGON  law  declares  that 
payments  for  alcoholism  shall  not  be  limited  to 
less  than  $3000   for  any  24-consecutive  month  period, 
except  that  benefits  are  subject  to  the  same  pro- 
visions as  other  illnesses  —  such  as  coinsurance 
and  deductibles. 

Concern  about  acceptable  providers  of  alco- 
holism care  is  expressed  by  eight  of  the  14  states 
which  mandate  health  insurance  coverage.  This 
issue,   along  with  treatment  setting  disputes, 
touches  on  the  heart  of  the  controversy  surrounding 
insurance  coverage  of  alcoholism.     Generally,  in- 
surers prefer  to  reimburse  only  medical  care.  On 
the  other  hand,  many  alcoholism  treatment  advocates 
favor  care  by  social  workers,  ex-alcoholics,  coun- 
selors and  other  paraprof essionals . 


8 


States  which  address  this  issue  split.  MISSIS- 
SIPPI law,  which  requires  coverage  of  only  hospit- 
al care,  declares  that  treatment  must  be  provided 
by  physicians.      CONNECTICUT,   HAWAII,  MASSACHUSETTS, 
MINNESOTA,   NEW  JERSEY,   OHIO  and  WISCONSIN  laws 
specify  that  insured  treatment  for  alcoholism  must 
be  rendered,   supervised  or  recommended  by  a  physi- 
cian.       HAWAII,  MASSACHUSETTS  and  OHIO  additionally 
require  insurance  payment  for  alcoholism  treatment 
performed  by  or  under  the  supervision  of  psycholo- 
gists or  psychotherapists.     These  laws  indicate 
particular  interest  in  insuring  that  outpatient  care 
be  supervised  by  certain  professionals  in  order 
to  qualify  for  insurance  coverage. 

Several  other  provisions  in  laws  mandating 
alcoholism  benefits  are  also  significant.  OHIO 
law  requires  that  facilities  must  have  utilization 
and  professional  review  to  be  eligible  for  insurance 
payments.     In  addition,   OHIO  requires  facilities  to 
provide  special  alcoholism  rehabilitation  services 
and  record  keeping  for  rate  review  purposes. 
WISCONSIN  law  has  an  interesting  feature  requiring 
that  outpatient  alcoholism  benefits  include  family 
interviews . 


Required  Option 

States  which  require  health  insurers  to  make 
coverage  of  alcoholism  available  at  the  option  of 
the  policyholder  may  be  referred  to  as  "required 
option"    states.      CALIFORNIA,    COLORADO,  CONNECTICUT, 
KANSAS,    KENTUCKY,    LOUISIANA,   MARYLAND,  MICHIGAN, 
MINNESOTA,   NEVADA,   OREGON,    SOUTH  DAKOTA  and  VIR- 
GINIA have  enacted  "required  option"   laws  for  al- 
coholism benefits.     These  laws  are  weaker  than 
"mandatory  coverage"   statutes,  but  at  the  very  least, 
they  insure  that  companies  cannot  refuse  to  provide 
alcoholism  benefits  if  they  are  desired.  Experience 
i    from  one  "required  option"   state  indicates  that  this 
type  of  law  generally  does  not  increase  health  insur- 
ance coverage  of  alcoholism.    ^     Although  "required 
option"   laws  may  be  ineffective  and  may  have  been 
enacted  as  legislative  compromise,   they  contain  a 
number  of  interesting  provisions. 

KANSAS  and  MINNESOTA,    for  instance,  strengthen 
the  optional  alcoholism  insurance  laws  by  requiring 
i\  that  insureds  refuse  alcoholism  benefits  in  writing 
I  or  this  coverage  becomes  part  of  their  policy.  At 
I  least  three  "required  option"   states  attempt  to  offer 
i  alcoholics  an  incentive  to  complete  a  full  course  of 
treatment,   as  opposed  to  just  detoxification. 

COLORADO  and  KENTUCKY  require  a  full  cycle  of 
treatment  to  be  completed  before  any  insurance  bene- 

I  fits  are  paid.      In  NEVADA,    if  intermediate  care  has 
been  received,   outpatient  treatment  must  commence 
within  seven  days  to  be  compensated  by  insurance. 
KANSAS  encourages  outpatient  treatment  in  its  law  by 

:,!  making  first  dollar  outpatient  benefits  up  to  $100 

.  part  of  the  required  option. 


Update: 

On  March  22,    1979,   MONTANA'S  Senate  Bill  61  was 
signed  into  law  adding  another  state  to  the  list  of 
those  with  "required  option"   laws  for  insurance  cover- 
age of  alcoholism  and  drug  abuse.     The  MONTANA  law 
is  similar  to  others  which  require  that  insurance 
companies  make  optional  benefits  for  alcoholism  and 
drug  abuse  available  to  policyholders.     The  "required 
option"  benefits  under  this  law  include  inpatient 
as  well  as  outpatient  care  and  must  be  offered  both 
to  individual  and  group  policyholders.     MONTANA  sets 
a  minimum  lifetime  limit  for  these  diseases  of 
$10,000  or  25  percent  of  the  lifetime  policy  limit, 
whichever  is  less . 

FLORIDA  also  passed  a  "required  option"    law  for 
alcoholism  insurance  in  its   1979   legislative  session. 
HB  1321  applies  only  to  group  insurance  or  prepaid 
health  contracts.     Coverage  is  set  at  a  lifetime 
minimum  of  $2000,    and  a  maximum  of  44  outpatient 
visits  is  allowed. 


RESOURCES 


For  further  information  about  federal  and 
state  experiences  with  insurance  coverage  of 
alcoholism,   contact  NIAAA  at  the  address  below 
and  request  the  Health  Insurance  Resource  Kit. 

F.   Barrie  Montague 

Chief  of  Program  Development  and  Planning  Branch 
National   Institute  on  Alcohol  Abuse 

and  Alcoholism 
5600  Fishers  Lane 
Rockville,   Maryland  20857 
(301)  443-5208 


Information  about  the  Blue  Cross  study  and 
model  alcoholism  benefit  may  be  obtained  from: 

Mr.   Howard  Berkowitz ,   Project  Director 
Model  Alcoholism  Benefit 
Blue  Cross  Association 
840  North  Lake  Shore  Drive 
Chicago,   Illinois  60611 
(312)  440-6000 
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PRIVATE  HEALTH  INSURANCE  COVERAGE  OF  ALCOHOLISM 


MANDATORY  COVERAGE 


(as  of  March  1979) 


State 


Citation 


Type  of  Contract2 


Treatment  Setting 


Allowable 
Days 


Allowable 
Dollars 


Treatment 
Provider 


Other  Provisions3 


Connecticut 


38- 2 62b  CGS 


38-373  CGS 


Group  or  group  hospital       INPATIENT:     hospital  or 
and  medical  service  plans  licensed  alcohol  facility 


45  days  per  Not  Specified      Therapy  prescribed 

year:  minimum  by  physician 


Individual  &  group 
comprehensi ve 
(optional  contracts) 


INPATIENT:  licensed 
alcohol  facility 


45  days  per  Same  as  other      Same  as  other 

year:  minimum      illnesses  illnesses 


Hawaii 


393-7c  HRS 


Prepaid  health  care 
(required  for  private 
employers) 


INPATIENT:  detoxifi- 
cation &  acute  care  - 
licensed  by  state 


OUTPATIENT 


3  admissions        Not  Sped  fied      Not  Specified 
of  7  days  each 
per  year:  max- 
imum 


Same  as  other      Not  Specified      Physician , 
illness  psychiatrist, 

psychologist 


Illinois 


73-979  (10) 
IRS 


Group  w /inpatient 
hospital  coverage 


Inpatient  -  hospital 


Not  Specified      Not  Sped  fied      Not  Sped  fied 


Massachusetts 


Ch.  175, 
Sec.  110 
Ch.  176A, 
Sec.  10 
Ch.  176B, 
Sec.   4 A 
Ch.  176G, 
Sec.  4 
MGL 


All  general ,  blanket , 
employee  health  s 
welfare  funds,  group 
hospital  service 
plans,  individual  or 
group  medical  service 
contracts ,  HMO 


INPATIENT:  hospital  or 
licensed  facility 


OUTPATIENT:  licensed 
facili  ty 


30  days  per  Not  Specified      Physician  or 

year:  minimum  psychotherapist 


Not  Specified      $500  per 

year:  min- 
imum 


Minnesota 


62A.149  MSA 


Group,  nonprofit  health 
service  corporations 


Licensed  hospital  or 
residential  facility  - 
licensed  by  state 


Non-residential  facility 
licensed  by  state 


28  days  per  Same  as  other      Referral  to 

year:  minimum      benefits  residential 

program  by 
  doctor 


130  hours  per 
year:  minimum 


Mississippi 


83-9-27 
through 
83-9-31 
Miss.  Code 


Group,  nonprofit 
health  plan  corpor- 
ations 


Hos pi  ta  1 


Not  Specified      $1000  per 
year 


Physi ci an 


Missouri 


SB  322,  1977 


Group,  nonprofit  health 
corporations ,  self- 
insured  group  health 
plans  providing  hospit- 
al treatment 


Hos pi tal 


Not  Specified      Not  Specified      Not  Specified 


New  Jersey 


AB  1718,  1719, 
1720,  1722  of 
1976 


Group  or  individual 
hospital  service 
contracts ,  group  health, 
medical  service  con- 
tracts, individual 
contracts  w /hospital  or 
medical  expense  benefits 


Inpatient  or  outpatient 
hospital 

Licensed  detoxification 
facility 

Inpatient  or  outpatient 
residential  facility  - 
licensed  by  state  w/ 
standards  =  JCAH 


Same  as  other  Same  as  other  Physician  pre- 
policy  benefits  policy  benefits  scribed 
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State  Citation  Type  of  Contract2  Treatment  Setting  Allowable  Allowable  Treatment  Other  Provisions3 

Days  Dollars  Provider 


North  Dakota 

Ch.  26-39, 

Group,  nonprofit 

Licensed  hospital  - 

NDCC 

hospital  or  medical 

Inpatient 

70  days  per 

Not  Specified      Not  Specified      One  inpatient  bene- 

service corporations 

year:  minimum 

fit  day  =  two  par- 

tial hospitalization 

Partial  hospitalization 

140  days  per 

days 

year:  minimum 

Combination 

Combi na ti on 

Ohio 


1737 .29, 
1739.20 , 
3923.29, 
3923.30 
ORC 


Group,  medical  care 
corporations ,  health 
care  corporations, 
hospital  service  asso- 
ci  a  ti  ons  ,  government 
employees  or  self- 
insurers 


Hospi tal ,  community 
mental  health  center  or 
alcohol  facility  licensed 
by  state  or  JCAH 

Inpatient 
Intermediate 
Outpa ti ent 


Not  Specified 


$500  per 
year:  minimum 
subject  to  co- 
insurance & 
deductible 


By  or  under 
supervision 
of  physician 
or  psychologist 


Continuation  of 
benefits  subject 
to  medical  review; 

Utilization  review 
S  professional 
revi ew; 

Facility  required  to 
have  alcohol  rehabil- 
itation services; 

Records  required  lor 
premium  determin- 
ati  on; 

Four  year  sunset 
clause 


Oregon  ORS  Group  Licensed  or  JCAH  health  Not  Specified      $3000  per  24        Not  Specified      Usual  coinsurance 

743.557  care  facility,  rehabili-  month  treat-  &  deductible 

tation  clinic  approved  ment  period 

by  mental  health  divi- 
sion 


Virginia 


38.1-348.7 , 
C  of  Va. 


Individual ,  group, 
all  nonprofit  health 
corporati ons 


Inpatient  -  general  or 
mental  hospital,  licensed 
alcohol  rehabilitation 
facility 


90  days  per 
lifetime 


Reasonable 
costs  or 
$80  per  day 


Not  Specified 


Included  as  part 
of  mental  health 
benefi ts; 

Affected  by  optional 
alcohol  and  drug 
abuse  benefits 


Washington  48.21.160-  Group  disability ,  State  approved  alcohol  Not  Specified      Not  Specified      Not  Specified 

48.21.190  group  health  care  treatment  facility 

and  contracts 
48.44.240- 
RCW 


Wisconsin 


632.89  Wis. 
Stats. 


Group  disability , 
group  joint  contracts 


INPATIENT:   hospital  or 
approved  alcohol  facility 


30  days:  mini- 
mum 


Not  Specified 


By  or  on 
referral  of 
physi  ci  an 


OUTPATIENT:   Licensed  by 
state  (if  contract  covers 
outpatient  illness) 


Not  Specified 


First  $500 
per  year: 
minimum 


Family  interviews 
covered; 

Minimum  benefits 
adjusted  for  cost 
changes 


1.  "Mandatory  Coverage":     requires  certain  insurance  plans  to  pay  for  treatment  of  alcoholism  as  specified  in  the  law. 

2.  Definitions  of  contract  types  vary  widely  among  state  insurance  laws.     Various  states  exclude  special  disease,  accident,  Medicare  supplement 
policies,  etc.  from  these  requirements .     For  exact  meaning  of  particular  terms,  refer  to  the  specific  law  cited.     Unless  otherwise  stated, 
only  group  contracts  are  included  under  nonprofit  health  corporations  or  plans. 

3.  "Other  Provisions" :    miscellaneous  provisions  of  law  which  may  be  significant  or  of  interest.     The  listing  is  not  all-inclusive. 
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PRIVATE  HEALTH  INSURANCE  COVERAGE  OF  ALCOHOLISM 


OPTION  REQUIRED1 


fas  of  March  197  9) 


State 


Citation 


Type  of  Contract2 


Treatment  Setting 


Allowable 
Days 


Allowable 
Dollars 


Treatment 
Provider 


Other  Provisions3 


California 


1367.2  Health  & 
Safety  Code 
10123.6  S 
11512.14  Insur- 
ance Code 


Group  health  care 
service  plans. 
Group  disability , 
Group  nonprofit 
hospital  service  plans 


Not  Specified 


Not  Specified      Not  Specified      Not  Specified 


Terms  as  agreed  upon 
by  a  group  &  plan 


Colorado 


10-8-301  CRS 


Group 


Inpatient  hospital  or 
other  licensed  alcohol 
or  mental  health  facility 


45  days  per 
year:  minimum 


50%  maximum 
copayment 


Not  Specified 


Requires  completion 
of  full  cycle  of 
treatment 


Connecticut 


P. A.  77-237 


All 


Outpatient- alcohol  facility 
licensed  for  acute,  inter- 
mediate &  intensive  care  or 
licensed  outpatient  facil- 
i  ty 


Not  Specified      Not  Specified      Not  Specified 


Kansas 


KSA  40-2, 
105 


Group 


INPATIENT:     Medical  care 
facility ,  licensed  alcohol 
treatment  facility ,  mental 
health  clinic 


30  days  con- 
finement per 
year:  minimum 


Not  Specified      Not  Specified 


OUTPATIENT:     same  as  above      Not  Specified 


First  $100  and 
80%  of  next 
$500  per  year: 
minimum 


Not  Specified 


Must  be  refused  in 
writing  to  avoid 
opti  on 


Kentucky 


KRS  304.18  -  All  contracts  with  major  Detoxification ,  residential  Not  Specified  Not  Specified 
130  medical  or  outpatient  or  outpatient  facility  lie- 

benefits  ensed  by  the  state  and  JCAH 


KRS  304.18: 
140  -  180; 
304.32  -  158; 
304.38  -  197 


Group  (with  major 
medical  or  outpatient 
benefits);  Group  non- 
profit hospital ,  med- 
ical-surgical or  health 
service  corporations ; 
Group  HMO 


Detoxification 


Residential 


Outpatient 


3-5  days  per  $40  per  day: 
year:  minimum  minimum 


10-30  days  per  $50  per  day: 
year:  minimum  minimum 


1-50  visits 
per  year: 
minimum 


$10  per  visit: 


Physician 
Guidance 


Requires  complete 
treatment  cycle 


Louisiana 


LRS  22:215.5 


Group,  blanket  or 
franchise 


Hospital  or  licensed 
facility 


Not  Specified      Not  Specified 


Physician 
prescribed 


Maryland 


Art.   48A,  Sees. 
477L  &  354-1, 
ACM,  Supp. 


Group,  nonprofit 
health  service  plans 


Licensed  by  state 
inpatient  or  outpatient 


30  days  per 
year:  minimum 


Not  Sped  fied      Not  Specified 


two  outpatient 
visits  =  one 
inpatient  day 


Michigan 


24.13609,  MSA 


Group 


Inpatient ,  outpatient/ 
approved  by  state 


As  agreed  in 
contract 


As  agreed  in 
contract 


Minnesota 


624.149,  MSA 


Individual 


Licensed  hospital , 
residential  facility 
licensed  by  state 


Non-residential  facility 
licensed  by  state 


28  days  per  Same  as 

year:  minimum      other  bene- 
fits 


130  hours  per 
year:  minimum 


Referral  to 
residential 
program  by 
doctor 


Must  be  refused  in 
writing  to  avoid 
opti  on 
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State  Citation  Type  of  Contract2  Treatment  Setting  Allowable  Allowable  Treatment  Other  Provisions3 

Days  Dollars  Provider 


Nevada 


NRS  689a. 030, 
689A.047 , 
689B.030, 
689B.037 , 
695B.180, 
695B.195, 
6950.170 , 
695C.175. 


Individual ,  group,  all 
hospital  or  medical 
service  corporations , 
HMO 


Hospi tal 


10  days  per 
year:  maximum 


Intermediate  inpatient  or 
alcohol  facility  -  licensed 
by  state 


30  days  per 
year:  maximum 


Not  Sped  fied      Not  Specified      If  intermediate  in- 
patient care  recei- 

  ved ,  outpatient 

$1000  per  Not  Specified      treatment  must  begin 

year:  maximum  within  7  days 


Outpatient  (  in  major 
medical  policies) 


180  days  per 
year:  maximum 


$800  per 
year:  maximum 


Oregon  ORS  734.412  Individual  State  or  JCAH  licensed  Not  Specified      $3000  per  24        Not  Specified      Usual  coinsurance 

facility  or  mental  month  treat-  and  deductible 

health  rehabilitation  ment  period 

clinic 


South  Dakota  58. 17.30. 5-  Individual  and  group  Inpatient  in  licensed  30  days/  Not  Specified      Referred  by 

.7  on  an  expense  incurred        hospital  6  months  physician 

58.18.7.1-  basis   

.2    SDS  Residential  alcoholism  90  days/ 

facility  contract  life 


Virginia 


38.1-348. 8 
C  of  Va. 


Group,  group  nonprofit 
health  corporations 


INPATIENT:  alcohol 
facility  and  intermediate 
care  facility 


45  days  per  Not  Specified  Not  Specified 
year:  minimum 


Outpatient  includes 
family  counseling 


OUTPATIENT:  alcohol 
facility 


45  sessions  per  Not  Specified 
year:  minimum 


Not  Specified 


Other  mutually  ex- 
clusive options 
under  mental  health 
insurance 


1.  "Option  Required" :     simply  requires  certain  insurance  plans  to  make  coverage  available  for  treatment  of  alcoholism  at  the  policyholder' s  option. 

2.  Definitions  of  contract  types  vary  widely  among  state  insurance  laws.     Various  states  exclude  special  disease,  accident,  Medicare  supplement 
policies  etc.  from  these  requirements .     For  exact  meaning  of  particular  terms,  refer  to  the  specific  law  cited.     Unless  otherwise  stated, 
only  group  contracts  are  included  under  nonprofit  health  corporations  or  plans. 

3.     "Other  Provisions" :     miscellaneous  provisions  of  law  which  may  be  significant  or  of  interest.     The  listing  is  not  all-inclusive. 
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DRUG  ABUSE  AND  PRIVATE 
HEALTH  INSURANCE 


Public  policymakers,   insurers  and  employers 
give  far  less  attention  to  insurance  coverage  of 
drug  abuse  than  they  do  to  alcoholism  and  mental 
health  benefits.     Third-party  reimbursement  for 
comprehensive  drug  abuse  rehabilitation  is  rarely 
available,   and  drug  abusers  in  public  programs  are 
among  the  least  likely  to  have  private  health  insur- 
ance.    In  addition  to  the  fact  that  abusers  of  illi- 
cit drugs  frequently  are  unemployed  and  without  in- 
surance,  those  who  are  employed  may  be  reluctant  to 
admit  their  condition  and  in  any  event  would  probably 
find  employer  resistance  to  purchasing  coverage  for 
their  disorder.     A  recent  survey  of  20  major  corpo- 
rations reveals  that  most  employers  regard  drug  abuse 
as  a  problem  found  primarily  in  younger  workers  and 
as  an  illness  with  little  chance  for  rehabilitation. 
In  this  survey,   employers  showed  more  concern  for 
alcoholism  among  their  employees  than  drug  abuse. 30 
Except  in  a  handful  of  states,  legislatures 
have  been  unwilling  to  enact  laws  requiring  health 
insurers  to  provide  drug  abuse  benefits. 

Among  the  reasons  for  the  "hands-off"  approach 
to  drug  abuse  and  private  health  insurance  is  the 
belief  that  drug  abuse  is  an  ill-defined  disease 
without  clear-cut  causes  or  cures.     For  example,  the 
1978  report  by  the  President's  Office  of  Drug  Abuse 
Policy  points  out  that  factors  such  as  age,   sex  and 
race  reflect  different  drug  use  patterns  which  neces- 


sitate multiple  approaches  to  treatment. 


The 


President's  Commission  on  Mental  Health  contains 
similar  information.     Among  the  facts  reported  to  the 
Commission  were  :     agreement  has  not  been  reached  on  the 
distinction  between  drug  use  and  abuse;   success  in 
treatment  programs  is  difficult  to  define  and  achieve; 
the  majority  of  clients  in  public  programs  are  re- 
peaters and  two-thirds   fail  to  complete  treatment; 
opiate  use  is  intractable;   requires  long-term  main- 
tenance and  follow-up;   and  responds  most  favorably 
to  treatment  among  young,   employed,   socially  stable, 
nonalcoholics  who  have  had  a  short  period  of  drug 
dependence . 


EXISTING  COVERAGE 


Lawmakers  and  others  looki 
of  mandatory  insurance  benefits 
difficulties  with  statistics  on 
as  they  do  with  alcoholism  bene 
drug  abuse  coverage  under  gener 
or  under  mental  health  benefits 
at  least  on  paper.  Comprehensi 
is  hindered  by  restrictions  on 
age,  treatment  setting  and  type 
tation  versus  detoxification,  f 


ng  at  the  desirability 
encounter  the  same 
drug  abuse  coverage 
fits.  Apparently, 
al  policy  provisions 

is  not  uncommon, 
ve  coverage,  however, 
the  amount  of  cover- 

of  care  (rehabili- 
or  example) . 


Recognizing  the  lack  of  data  on  existing  in- 
surance coverage  of  drug  dependencies,   the  National 
Institute  on  Drug  Abuse   (NIDA)    recently  funded  a 
Blue  Cross  study  on  drug  abuse  and  insurance. 
Based  on  survey  responses  from  65  of  its  69  member 
plans,   Blue  Cross  found  that  coverage  of  drug  abuse 
treatment  varies  among  its  plans  and  is  usually 
limited  to  inpatient  medical  care.     While  88  percent 
of  Blue  Cross's  respondents  covered  hospital  drug 
detoxification  in  basic  contracts,  only  43  percent 
covered  rehabilitation.     Few  plans  covered  drug 
abuse  care  in  outpatient  or  freestanding  treatment 
settings.     Of  the  plans  surveyed,   6  3  percent  pre- 
dicted an  increased  demand  for  this  benefit. 
According  to  responding  Blue  Cross  plans,  most  of 
the  increased  drug  insurance    demand  is  expected 
to  come  from  labor  unions  and  providers,   not  em- 
ployers .  33 
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In  1971,   the  National  Institute  of  Mental 
Health   (NIMH)    sponsored  a  study  on  health  insurance 
for  drug  addiction.     Five  leading  commercial  insur- 
ers were  surveyed,   as  well  as  Blue  Cross  and  Blue 
Shield,   the  Civilian  Health  and  Medical  Program  of 
Uniformed  Services    (CHAMPUS )   and  the  Federal  Employ- 
ee Health  Benefit  program.     Four  of  the  commercial 
insurers  provided  "some"  coverage  of  drug  abuse 
and  one  company  excluded  it  outright  on  the  grounds 
that  drug  abuse  is  neither  an  accident  nor  an  ill- 
ness.    Addiction  facilities  were  excluded  by  two 
companies  and  a  variety  of  other  limitations  were 
placed  on  coverage.     Limitations  included  prohibi- 
tions on  treatment  in  public  programs,  treatment 
after  imprisonment  for  a  criminal  offense  and 
methadone  maintenance.     Some  insurers  placed  the 
same  limits  on  drug  abuse  benefits  as  they  did  on 
mental  illness  coverage. 34 

The  NIMH  study  also  showed  that  drug  abuse 
benefits  were  not  available  to  14  percent  of  Blue 
Cross  membership,   and  that  only  50  percent  of  the 
plans  which  covered  drug  abuse  did  so  on  the  same 
basis  as  other  diseases.     At  that  time,   no  Blue 
Cross  plan  covered  outpatient  methadone  therapy. 
Coverage  by  Blue  Shield  was  very  similar  except 
that  some  plans  allowed  up  to  $400   for  outpatient 
care . 35 


MODEL  BENEFITS 

Just  as  with  alcoholism,   there  are  several 
model  benefit  packages  for  drug  abuse  insurance. 
As  part  of  its  study  for  NIDA,   Blue  Cross  developed 
a  model  benefit  package  for  treatment  of  drug  abuse. 
Unlike  Blue  Cross's  model  alcoholism  benefit,  the 
drug  abuse  benefit  design  could  not  rely  on  cumula- 
tive experience  since  Blue  Cross  has  never  offered 
special  drug  dependence  coverage  in  any  of  its  plans. 
Instead,   a  clinical  consensus  approach  was  used  to 
develop  the  model  benefit  package  detailed  below. 

Limit  of  two  benefit  periods  per  contract 
life 

Maximum  of  $5000  covered   services  per  treat- 
ment period  for  medically  necessary  rehabili- 
tation on  an  inpatient/residential  or  outpa- 
tient basis 

Family  therapy 

Nonrenewable  lifetime  reserve  of  $1000  of 
outpatient  visits 

Coverage  of  100  percent  of  all  allowed 
services  up  to  total  dollar  limit 

Detoxification  assumed  available  under 
existing  coverage^ 


Another  model  drug  abuse  insurance  package  was 
designed  by  Hallan  et  al.   in  1975.     Coverage  is 
structured  as  follows: 

Inpatient  care   (hospital,  or  inpatient  facil- 
ity)   7  days  per  sequence  x  3  admissions  = 
21  days 

Intermediate  care   (licensed  therapeutic  com- 
munities, halfway  houses,   day  care,  special 
treatment  centers)    60  days  per  sequence  x 
3  admissions  =  180  days 

Outpatient   (state  licensed  facilities 
including  methadone  clinics)    45  benefits 
per  period   (includes  payment  for  methadone) 

Extensions  of  treatment  periods  determined  by 
facility  professionals 

No  limit  on  times  a  person  enters  treatment 

No  reimbursement  incentives  for  failure  to 
complete  a  treatment  sequence 

Coinsurance  and  deductible  left  to  insurance 
carriers-^ 

The  1971  NIMH  sponsored  study  of  health  insurance 
and  drug  addiction  also  provides  suggestions  for  the 
proper  benefit  design  of  drug  treatment  benefits.  Ac- 
cording to  that  report,   both  public  and  private  pro- 
grams should  be  eligible  for  reimbursement,  and 
coverage  should  extend  beyond  hospital  care,  although 
hospital  affiliation  may  be  desirable.      In  addition  to 
inpatient  drug  detoxification,   the  study  for  NIMH  rec- 
ommends ambulatory  care  benefits  including  medicine, 
weekly  visits,  urine  tests  and  counseling . 3 8 


COSTS  AND  UTILIZATION 

Because  there  is  little  or  no  experience  with  drug 
abuse  as  a  separate  insurance  benefit,   state  legisla- 
tures and  others  interested  in  this  subject  have  meager 
information  about  potential  costs  and  utilization. 
Blue  Cross  has  submitted  a  proposal  to  NIDA  to  conduct 
field  tests  of  its  model  benefit  package  to  obtain 
this  information.     Currently  Blue  Cross's  market  anal- 
ysis indicates  that  one  to  two  percent  of  their  members 
may  need  treatment  for  drug  abuse. 39 

Potential  costs  for  drug  abuse  coverage  were  de- 
veloped by  Hallan  et  al.    in  1975   for  their  model  drug 
abuse  benefit  package.     Assuming  clients  utilized  one- 
half  or  all  of  the  model  benefit  days,   inpatient  costs 
would  have  ranged  from  an  estimate  of  $1040  to 
$2184  per  benefit  period   (10-21  days) .  Intermediate 
care  costs  under  this  same  model  benefit   (90-180  days) 
were  estimated  to  range  from  $2160  to  $4320.  Costs 
for  outpatient  treatment   (22-45  visits)   were  estimated 
at  $594   to  $1215  per  person  per  benefit  period.40 

In  addition  to  these  approximations,   NIDA  has 
cost  information  based  on  data  from  a  sample  of 
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22  drug  treatment  programs.     That  study  shows  that 
the  average  cost  for  a  residential  treatment  episode 
was  $1847  for  a  mean  stay  of  2.8  months.  Average 
costs  for  a  typical  outpatient  methadone  treatment 
stay  of  4.1  months  was  $747.     Outpatient  drug-free 
(e.g.   nonmethadone)    treatment  averaged  $368  for  a 
2.8  month  care  period. 41 


STATE  LAWS 

Like  the  statutes  regulating  insurance  coverage 
of  alcoholism,   state  laws  on  drug  abuse  and  private 
health  insurance  fall  into  two  categories.  "Man- 
datory coverage"  laws  require  certain  policies, 
usually  group-type  contracts,   to  cover  treatment 
of  drug  abuse.      "Required  option"  laws  require 
insurers  to  make  drug  abuse  treatment  benefits 
available  at  the  option  of  the  policyholder.  The 
single  most  striking  feature  of  legislation  regu- 
lating insurance  coverage  of  drug  abuse  is  the 
replication  of  alcoholism  benefits.     This  is  true 
despite  the  fact  that  alcoholism  and  other  drug 
abuse  frequently  have  different  patterns  of  ill- 
ness and  may  require  different  types  of  treatment. 


Dollar  limits  on  required  drug  abuse  benefits 
are  not  specified  by  three  of  the  five  "mandatory 
coverage"  states.     VIRGINIA  law  requires  coverage 
of  "reasonable  costs"  or  $80  per  inpatient  day. 
WISCONSIN  law  requires  insurers  to  cover  the  first 
$500  of  outpatient  care  as  a  minimum. 

Concern  about  acceptable  providers  for  drug 
abuse  treatment  is  reflected  in  three  of  the 
mandatory  coverage  laws.     To  be  reimbursed  by 
insurance,   treatment  must  be  provided  by  or  on 
referral  of  a  physician  in  MINNESOTA  and  WISCONSIN. 
In  HAWAII,   covered  drug  abuse  care  must  be  admin- 
istered by  a  physician,  psychiatrist  or  psycholo- 
gist. 


Required  Option 

Six  states    (KANSAS,   MARYLAND,  MICHIGAN, 
MINNESOTA,   NEVADA  and  VIRGINIA)    have   laws  which 
require  certain  insurance  contracts  to  provide 
coverage  of  drug  abuse  treatment  at  the  policy- 
holder's option.     Provisions  of  these  laws  are 
similar  to  those  described  under  the  "required 
option"  section  of  Alcoholism  and  Private  Health 
Insurance . 


Mandatory  Coverage 

Only  five  states  require  certain  insurance 
policies  to  cover  drug  abuse  treatment  --  HAWAII, 
MINNESOTA,   NORTH  DAKOTA,   VIRGINIA  and  WISCONSIN. 
Of  the  five  state  laws  mandating  drug  abuse  cov- 
erage,  all  but  one  applies  only  to  group  policies. 
Only  VIRGINIA'S   statute  extends  required  drug 
abuse  benefits  to  individual  policies  as  well. 

Acceptable  treatment  setting  under  the  man- 
datory coverage  laws  of  four  states  includes  both 
inpatient  and  outpatient  facilities.  Although 
NORTH  DAKOTA  requires  inpatient  and  outpatient 
care,   treatment  must  occur  at  a  hospital.  Three 
states  require  insurers  to  provide  drug  abuse 
benefits  for  nonhospital  treatment,   so  long  as 
programs  are  licensed  by  the  state.  VIRGINIA'S 
law  mandates  drug  abuse  benefits  only  for  inpatient 
care  in  a  general  or  mental  hospital. 

Duration  of  covered  drug  abuse  treatment 
under  these  laws  is  similar  to  requirements  for 
alcoholism  benefits.     The  least  amount  of  re- 
quired drug  abuse  coverage  is  the  90  day  lifetime 
maximum  mandated  by  VIRGINIA.     NORTH  DAKOTA  law 
is  unique  in  requiring  70  days  coverage  of  in- 
patient care  yearly  or   140  days  of  partial  hospit- 
alization which  may  be  substituted  for  inpatient 
care  on  a  two  for  one  basis.     HAWAII'S  drug  abuse 
benefit  law  breaks  the  alcoholism  benefit  mold. 
It  mandates  drug  abuse  benefits    (three  admissions 
of  21  days  each  per  year)    which  are  three  times 
longer  than  the  mandatory  -alcoholism  benefit. 


Update: 

In  1979   legislative  sessions,  MONTANA  and 
LOUISIANA  were  added  to  the   "required  option"  list 
of  states  which  require  insurance  coverage  of  drug 
abuse  treatment  at  the  option  of  policyholders. 
MONTANA'S  SB  61  is  described  in  the  Alcoholism  and 
Private  Health  Insurance  section.  LOUISIANA'S 
HB   873  applies  to  group  policies. 


RESOURCES 

Information  about  health  insurance  and 
drug  abuse  may  be  obtained  from: 

Mel  Segal 

Health  Services  Financial  Office 

Office  of  Program  Development  and  Analysis 

National  Institute  on  Drug  Abuse 

5600  Fishers  Lane 

Rockville,   Maryland  20857 

(301)  443-6695 

For  information  about  the  Blue  Cross 
Association's  study  of  health  insurance  coverage 
of  drug  dependencies,  contact: 

Arthur  F.   Leyland,  Jr. 
Blue  Cross  Association 
840  North  Lake  Shore  Drive 
Chicago,    Illinois  60611 
(312)  440-5826 


PRIVATE  HEALTH  INSURANCE  COVERAGE  OF  DRUG  ABUSE 


MANDATORY  COVERAGE 


(as  of  March  1979) 


State 


Citation 


Type  of  Contract2 


Treatment  Setting 


Allowable 
Days 


Allowable 
Dollars 


Treatment 
Provider 


Other  Provisions3 


Hawaii 


393-7c  HRS 


Prepaid  health  care 
(required  for  private 
employers ) 


INPATIENT  -  hospital  or 
licensed  by  state 


OUTPATIENT 


3  admissions 
of  21  days 
each  per  year: 
maximum 


Not  Specified 


Same  as  other 
illness 


Not  Specified 


Physician , 
psychiatrist , 
psychologist 


Minnesota 


62A.149  MSA 


Group,  nonprofit 
service  plans 


Licensed  hospital  or 
licensed  residential 
treatment  program 


28  days  per  Not  Specified  Prescribed  by 
year:  minimum  physician 


Non- residential  treat- 
ment program  -  licensed 
by  state 


130  hours  per  Not  Specified 
year:  minimum 


North  Dakota 


26-39-01 
26-39-05 
NDCC 


Group,  nonprofit 
health  corporations 


Licensed  hospital 
Inpatient 


Partial  hospitalization 


Combi nation 


70  days  per 
year:  minimum 


140  days  per 
year:  minimum 


Combination 


Not  Specified      Not  Specified 


One  day  of  inpatient 
treatment  =  two  days 
partial  hospital- 
i zation 


Virginia  38.1-348.7  Individual ,  group,  INPATIENT   -  hospital  or  90  days/life-      Reasonable  Not  Specified      Included  as  part  of 

C.  of  Va.  all  nonprofit  health  mental  hospital  time  costs  or  $80  mental  health  bene- 

corporations  per  day  fits,  affected  by 

optional  alcohol  S 
drug  abuse  benefits 


Wisconsin 


632.89 
Wis.  Stats. 


Group  disability , 
group  joint  contracts 


INPATIENT:  hospital 


30  days  per 
year:  minimum 


Not  Specified 


By  or  upon 

physician 

referral 


OUTPATIENT:  by  state 
(if  contract  covers 
other  outpatient  ill- 
nesses) 


Not  Specified 


First  $500  per 
year:  minimum 


Family  interviews 
covered; 

Minimum  benefits 
may  be  adjusted 
every  two  years  for 
costs 


1.  "Mandatory  Coverage" :     requires  certain  insurance  plans  to  pay  for  treatment  of  drug  abuse  as  specified  in  the  law. 

2.  Definitions  of  contract  types  vary  widely  among  state  insurance  laws.     Various  states  exclude  special  disease,  accident.  Medicare  supplement 
policies ,  etc.  from  these  requirements .     For  exact  meaning  of  particular  terms,  refer  to  the  specific  law  cited.     Unless  otherwise  stated, 
only  group  contracts  are  included  under  nonprofit  health  corporations  or  plans. 

3.  "Other  Provisions" :    miscellaneous  provisions  of  law  which  may  be  significant  or  of  interest.     The  listing  is  not  all-inclusive. 
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PRIVATE  HEALTH  INSURANCE  COVERAGE  OF  DRUG  ABUSE 


OPTION  REQUIRED 


(as  of  March  1979) 


State  Citation  Type  of  Contract2  Treatment  Setting  Allowable  Allowable  Treatment  Other  Provisions3 

Days  Dollars  Provider 


Kansas  40-2,  105  Group  INPATIENT:  medical  care  30  days  con-        Not  Specified      Not  Specified      Must  be  refused  in 

KSA  facility ,  drug  abuse  finement  per  writing  to  avoid 

facility ,  community  year:  minimum 

mental  health  center  or 
clinic,  psychiatric 
hospi tal 


OUTPATIENT:  same  as  above        Not  Specified      First  $100  and 

80%  of  next 
$500  per  year: 
minimum 


Maryland  Art.  48A,  Nonprofit  group,  group       INPATIENT:  hospital  or  21  days  per         Not  Specified      Not  Specified 

Sees.   477S  &  health  service  plans  residential  facility  -  year:  minimum 

354R,  ACM  licensed  by  state 


Supp. 


OUTPATIENT:    (major  med-  Not  Specified      80%  up  to 

ical)  -  licensed  by  state  $1000  per  year 


Michigan  24.13609  MSA  Group  INPATIENT  As  agreed  in        As  agreed  in        Not  Specified 

  contract  contract 

OUTPATIENT:  hospital  or 
facility  approved  by 
state 


Minnesota  62A.149  MSA  Individual  Licensed  hospital  or  28  days  per         Not  Specified      Prescribed  Must  be  refused  in 

licensed  residential  year:  minimum  by  physician        writing  to  avoid 

treatment  program 


Non-residential  pro-  130  hours  per      Not  Specified 

gram  -  licensed  by  year:  minimum 

state 


Nevada 


NRS 

689A.030 , 
689A.47 , 
689B.030, 
689B.037 , 
695B.180, 
695B.195, 
695C.170, 
695C.175 


Individual ,  group,  all 
hospital  or  medical 
service  corporations , 
HMO 


Hospital 


10  days  per 
year:  maximum 


Not  Specified      Not  Specified 


INPATIENT  health  &  care 
facility  or  licensed 
alcohol  &  drug  facility 


30  days  per 
year:  maximum 


$1000  per  year: 
maximum 


OUTPATIENT  (major  medical) 
facility  licensed  by  state 


180  days  per 
year:  maximum 


$800  per  year: 
maximum 


If  Intermediate 
inpatient  care  re-r 
ceived,  inpatient 
care  must  begin 
within  7  days 


Virginia 


38.1-348.8 
C.   of  Va. 


Group,  group  nonprofit 
health  corporations 


INPATIENT:  drug  facility 
and  intermediate  care 
facility 


45  days  per 
year:  minimum 


Not  Specified      Not  Specified 


OUTPATIENT:  drug  facility 


45  sessions  Not  Specified 

per  year:  mini- 


Not  Specified 


Outpatient  includes 
family  counseling; 

Other  mutually  ex- 
clusive options 
under  mental  health 
insurance 


1.  "Option  Required" :     simply  requires  certain  insurance  plans  to  make  coverage  available  for  treatment  of  drug  abuse  at  the  policyholders  option. 

2.  Definitions  of  contract  types  vary  widely  among  state  insurance  laws.  Various   states  exclude  special  disease ,  accident.  Medicare  supplement 
policies  etc.  from  these  requirements .     For  exact  meaning  of  particular  terms,  refer  to  the  specific  law  cited.     Unless  otherwise  stated,  only 
group  contracts  are  included  under  nonprofit  health  corporations  or  plans. 

3.  "Other  Provisions" :    miscellaneous  provisions  of  law  which  may  be  significant  or  of  interest.     The  listing  is  not  all-inclusive. 
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MENTAL  ILLNESS  AND 
PRIVATE  HEALTH  INSURANCE 


Traditionally  health  insurers  do  not  cover  mental 
illness  in  a  comprehensive  manner.     In  the  past, 
mental  illness  was  treated  at  government  expense 
primarily  by  state  and  local  mental  hospitals.  By 
the  mid-1950' s  treatment  began  moving  away  from  long- 
term  hospitalization  to  partial  hospitalization, 
outpatient  psychotherapy,   group  therapy,  behavior 
modification  and  other  types  of  care.     Private  health 
insurance  was  growing  tremendously,   and  by  the  1970 's 
the  private  sector  was  called  upon  to  share  a  portion 
of  the  financial  burden  of  treating  mental  illness. 42 
At  this  time,   a  number  of  state  legislatures  passed 
laws  mandating  mental  health  benefits  in  private 
insurance . 

Fearing  expensive  costs  for  psychiatric  care  and 
regarding  mental  illness  as  a  subjective  disease, 
health  insurers  place  special  limitations  on  benefits, 
particularly  on  outpatient  treatment.     For  example, 
the  coinsurance  rate  for  outpatient  psychiatric  care 
is  generally  50  percent  in  comparison  to  the  usual 
20  percent  for  other  illnesses.     Several  sources 
attribute  the  high  coinsurance  rates  to  earlier  cost 
experience.     When  insurance  companies  initially  offered 
outpatient  major  medical  benefits,   they  made  no  dis- 
tinction between  mental  and  physical  illness.  As 
experience  accumulated,   insurers  found  that  outpatient 
psychiatric  services  constituted  a  large  portion  of 
all  ambulatory  care  costs. 4  3 


EXISTING  COVERAGE 

Private  health  insurance  coverage  of  mental 
illness,   exclusive  of  mental  retardation,   is  widespread 
if  not  comprehensive.     One  1969  estimate  for  the  Social 
Security  Administration  shows  that  6  3  percent  of  the 
U.S.   civilian  population  has  some  inpatient  coverage 
of  mental  illness  through  private  insurance,  while  37 
percent  has  some  coverage  of  outpatient  psychological 
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The  Health  Insurance  Association  of  America 
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(HIAA)    claims  that  their  surveys  indicate  that  the 
vast  majority  of  insured  persons  are  covered  under 
group  plans  and  that  almost  all  group  hospital  and 
medical  expense  policies  cover  mental  and  emotional 
disorders  on  the  same  basis  as  other  illnesses. 
In  addition,   HIAA  declares  that  90  percent  of  group 
supplemental  major  medical  policies  and  a  number  of 
union  health  and  welfare  plans  cover  mental  illness. 
As  of  1971,   all  Blue  Cross  plans  also  provided  some 
coverage  for  mental  disorders  to  some  subscribers, 
although  benefits  did  not  equal  those  for  other  ill- 
nesses .  ° 

Despite  the  appearance  of  general  health  insur- 
ance coverage  of  mental  illness,  mental  illness  bene- 
fits may  not  be  as  comprehensive  as  benefits  for 
physical  disease.     For  example,  mental  illness  care 
may  not  be  covered  as  well  because  of  the  longer  in- 


patient  stay  for  psychiatric  patients.     In  addition, 
treatment  in  state  mental  hospitals  or  hospitals 
without  surgical  facilities  is  frequently  excluded 
from  insurance  coverage. 

Insurance  for  outpatient  care  is  substantially 
different  for  mental  illness  than  for  physical  ill- 
ness.    In  addition  to  50  percent  coinsurance  require- 
ments,  annual  maximum  outpatient  care  may  be  severly 
limited  by  dollar  amounts  or  treatment  duration. 
Outpatient  services  may  be  limited  to  general  hos- 
pitals and  psychological  services  may  be  excluded. 
The  overall  effect  of  these  provisions  is  to  favor 
short-term,   acute,   inpatient  care  of  mental  illness 
in  private  hospital  settings. ^7     Blue  Cross  and 
commercial  insurance  payments,   for  example,  account 
for  60  percent  or  more  of  all  payment  sources  to 
private  mental  hospitals  and  nonpublic  general 
hospitals  for  psychiatric  illnesses,   but  only  nine 
percent  of  all  payments  for  outpatient  psychiatric 
care . 48 


MODEL  BENEFITS 


Guidelines  for  insurance  benefits  for  mental 
illness  have  not  been  as  well  developed  as  model 
alcoholism  and  drug  abuse  packages,  but  state 
policymakers,   insurers  and  purchasers  of  coverage 
have  a  number  of  other  resources  with  recommendations 
about  desirable  components  of  a  mental  health  benefit. 
These  suggestions  for  mental  health  insurance  gener- 
ally come  from  groups  representing  care  providers 
or  insurers.     Reed  et  al.,   authors  of  the  American 
Psychiatric  Association  publication  Health  Insur- 
ance and  Psychiatric  Care,   offer  the  following 
conclusions  about  insurance  coverage  of  mental 
illness : 


Hospital  care  and  in-hospital  physician 
services  should  be  covered  to  the  same 
degree  as  other  conditions. 


Private  insurance  is  not  the  appropriate 
vehicle  for  payment  for  institutional  care 
of  mentally  retarded  persons 

Coverage  of  outpatient  care  is  essential, 
although  safeguards  such  as  utilization 
review  are  needed 

Outpatient  benefits  should  be  structured 
so  that  all  members  of  a  group  needing  care 
can  get  benefits  --  therefore,  insurance 
should  pay  for  all  of  the  first  few  visits 
and  gradually  increase  the  copayment  percent- 
age 

Group-practice  prepayment  arrangements  are 
preferable  since  there  is  no  incentive  for 
costly  and  unnecessary  treatment  and  a 
multi-professional  approach  is  available 

Utilization  of  long-term,  intensive  therapy 
such  as  psychoanalysis  should  be  rigorously 
controlled^" 


Other  writers  in  this   field  offer  additional 
suggestions  for  model  mental  health  insurance  cov- 
erage or  national  health  insurance  coverage  as 
listed  below: 

Partial  hospitalization  should  be  covered^ 

Insurance  benefits  should  include  services 
of  psychologists  and  social  workers  and 
other  nonmedical  personnel^! 

Covered  services  should  be  permitted  in  a 
variety  of  settings,   not  just  hospitals^ 

The  insurance  industry  itself  offers  clues 
about  what  it  considers  the  proper  role  of  private 
insurance  in  mental  health  through  a  series  of 
questions  by  Joseph  Follmann,   author  of  Insurance 
Coverage  for  Mental  Illness  and  representative  of 
HIAA.     Follmann  asks  if  insurance  should  be  limited 
to  short-term  care  when  a  positive  response  to 
treatment  is  likely.     He  also  queries  what  types 
of  institutions  should  be  acceptable  for  covered 
treatment  and  points  out  that  the  Health  Insurance 
Association  of  America  believes  uniform  facility 
licensure  and  professional  accreditation  are  needed. 
Follmann  further  questions  coverage  of  care  in  public 
institutions.     In  addition,   coverage  of  nontreatment 
services  such  as  vocational  training  and  sheltered 
workshops  is  challenged.-1 


A  model  benefit  package  is  currently  under  devel- 
opment for  the  National  Institute  of  Mental  Health 
(NIMH) .     One  of  the  recommendations  from  the  1978 
President's  Commission  on  Mental  Health  is  that  any 
national  health  insurance  system  and  all  existing 
private  health  insurance  programs  should  provide 
reimbursement  for  direct  mental  health  care. 
Furthermore,   the  Commission  recommends  that  states 
be  encouraged  to  require  insurers  to  offer  outpa- 
tient mental  health  benefits  and  suggests  that  the 
Department  of  Health,   Education  and  Welfare  conduct 
a  study  of  mental  health  costs,    focusing  on  states 
with   laws  mandating  health  insurance  coverage  of 
mental  health  care. 

NIMH  contracted  with  GLS  Associates  of  Phila- 
delphia to  conduct  this  state  study,  which  should 
be  available  in  July  1979.      In  addition  to  develop- 
ing cost  data  and  information  about  mental  health 
insurance  applicable  to  the  design  of  national 
health  insurance  legislation,   the  GLS  report  will 
contain  a  model  mental  health  benefit  plan. 
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COSTS  AND  UTILIZATION 

Along  with  whatever  data  are  developed  by  the 
NIMH  study,   information  on  costs  and  utilization 
of  mental  health  benefits  can  be  found  in  Follmann's 
Insurance  Coverage  for  Mental  Illness  and  Reed  et 
al.'s  Health  Insurance  and  Psychiatric  Care.  Foll- 
mann  cites  a   196  8  survey  by  the  Health  Insurance 
Association  of  America  (HIAA)   which  estimated  that 
4.6  percent  of  private  group  benefit  payments  could 
be  attributed  to  mental  disorders. 54 

In  their  study  of  health  insurance  and  psych- 
iatric care,   Reed  et  al.   found  that  the  best  avail- 
able cost  and  utilization  data  came  from  Blue  Cross 
and  Blue  Shield's  high  insurance  option  for  federal 
employees.      In  1969,   these  Blue  Cross-Blue  Shield 
statistics  showed  5.6  hospital  admissions  per  1000 
insureds  for  mental  disorders,   compared  to  137 
admissions  per  1000   for  all  conditions.     Mental  dis- 
orders accounted  for  4.1  percent  of  all  hospital 
admissions  and  6.3  percent  of  all  hospital  charges 
per  person.     Outpatient  care  for  mental  disorders 
under  the  Blue  Cross-Blue  Shield  high  option  supple- 
ment for  federal  employees    ($100  deductible,  80% 
coinsurance)    amounted  to  13.3  claims  per  1000  per- 
sons.    Charges  for  physicians'    services   for  mental 
disorders  were  almost  twice  as  high  per  claim  as 
for  other  conditions  and  constituted  37  percent  of 
all  physicians'    charges   for  all  conditions.  This 

[  was  attributed  to  the  high  cost  of  psychiatric 

office  care.      In  total,   however,   both  inpatient  and 
outpatient  care  for  mental  disorders  accounted  for 
only  6.4  percent  of  expenditures   for  all  care  under 

'  the  Blue  Cross-Blue  Shield  high  option  benefit  for 
federal  employees.  ^5 

Reed  et  al.    also  looked  at  other  insurance  plans 
for  information  about  the  costs  and  utilization  of  a 
mental  health  insurance  benefit.     Among  their  findings 
were  the  following: 

The  average  benefit  payment  for  in-hospital 
physicians'   visits  is  higher  for  mental  ill- 
ness than  for  other  conditions 

Length  of  hospital  stay  for  mental  illness 
is  twice  as   long  as   for  other  illnesses 

Hospital  admissions   for  mental  illness 
under  nine  group  practice  plans    (.6   to  3.1 
per  1000   insureds)    are  lower  than  under  the 
Blue  Cross-Blue  Shield  high  option  for  fed- 
eral employees 

In  both  inpatient  and  outpatient  covered 
mental  health  care,   females  use  more  treat- 
ment than  males 

Prime  users  of  mental  health  benefits  are 
persons  aged  20   to  45  or  50 

Regardless  of  their  relative  need  for 
psychiatric  care  or  whether  they  have 


insurance,   individuals  at  a  high  socio- 
economic level  use  this  care  much  more 
than  low-income  workers^ 

Hospital  admissions  for  mental  illness  are 
a  small  percentage  of  total  admissions 

A  new  report  on  the  cost  of  outpatient  psychiatric 
benefits  is  now  available  from  Blue  Cross  and  Blue 
Shield  of  Massachusetts.     This  1979  actuarial  study 
shows  large  increases  in  claims  for  outpatient  benefit 
payments  since  MASSACHUSETTS  enacted  a  minimum  bene- 
fits law  for  mental  disorders.  Psychotherapeutic 
sessions  account  for  the  major  share  of  payments  under 
the  outpatient  mental  disorders  benefit,  while  alcohol- 
ism claims  remain  quite  small.     Copies  of  Special  Report 
Outpatient  Psychiatric  Payment  Experience  may  be  ob- 
tained by  writing  or  calling  Edward  A.  Whittaker, 
Blue  Cross/Blue  Shield  of  Massachusetts,   100  Summer 
Street,  Boston,  Massachusetts  02106,    (617)  956-2614. 


STATE  LAWS 

There  are  almost  as  many  state  statutes  regu- 
lating mental  health  benefits  in  private  insurance 
policies  as  there  are  laws  relating  to  alcoholism 
coverage.     Ten  laws  mandate  some  type  of  coverage 
for  mental  disorders  and  another  11  require  that 
policies  provide  such  coverage  at  the  policyholder's 
option.     The  total  number  of  states  which  regulate 
coverage  of  mental  illness  in  insurance  is  only  19 
because  MARYLAND  and  VIRGINIA  have  laws  with  both 
mandatory  and  optional  provisions  relating  to 
mental  health  insurance. 


Mandatory  Coverage 

Ten  of  the  state  laws  regulating  mental  illness 
benefits  are   "mandatory  coverage"   statutes,  since 
insurers  must  pay  for  mental  health  care  in  some 
policies.      "Mandatory  coverage"   laws  exist  in  COLO- 
RADO,   CONNECTICUT,    MARYLAND ,    MASSACHUSETTS,  MINNESO- 
TA,  NEW  HAMPSHIRE,    NORTH  DAKOTA,    OHIO,   VIRGINIA  and 
WISCONSIN.     Of  these  ten  states,   only  MARYLAND,  MASSA- 
CHUSETTS and  VIRGINIA  make  the  "mandatory  coverage" 
applicable  to  individual  as  well  as  group  con- 
tracts.    The  remaining  seven  laws  affect  group  poli- 
cies only. 

Provisions   in   "mandatory  coverage"   laws  per- 
taining to  treatment  setting  are  quite  significant 
because  this  is  an  area  where  insurers  typically 
have  provided  less  coverage  of  mental  illness, 
especially  with  regard  to  outpatient  care.     Of  the 
10  laws  with  mandatory  coverage,   seven  require  that 
treatment  for  mental  disorders  be  provided  in  both 
inpatient  and  outpatient  settings.     Only  VIRGINIA 
limits  mandatory  care  to  inpatient  settings.  Hospital 
settings  are  required  for  covered  inpatient  treatment 
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in  five  of  the  states  with  mandatory  mental  health 
benefits.     Seven  state  laws  require  coverage  of 
outpatient  care  in  a  variety  of  settings ,  including 
mental  health  clinics. 

MINNESOTA  and  OHIO'S  required  mental  health 
coverage  in  group  policies  is  weaker  than  the 
other  states.     These  states  require  outpatient 
coverage  of  mental  illness  only  in  group  policies 
which  already  cover  inpatient  mental  health  benefits. 
MINNESOTA,  however,   also  has  another  law  that  re- 
quires insurers  to  cover  mental  and  physical  health 
care  services  for  emotionally  handicapped  children. 

Duration  and  dollar  limitations  are  two  other 
common  provisions  of  laws  mandating  insurance  bene- 
fits for  mental  illness.     In  general,   duration  limits 
circumscribe  inpatient  care  and  dollar  limits  apply 
to  outpatient  care.     Eight  of  the  10   "mandatory  cov- 
erage" statutes  establish  the  number  of  inpatient 
days  which  must  be  provided,   ranging  from  30  days 
in  VIRGINIA  and  WISCONSIN  to  at  least  70  days  in 
NORTH  DAKOTA.57     Both  NORTH  DAKOTA  and  COLORADO  des- 
ignate minimum  outpatient  days  which  may  be  inter- 
changed with  inpatient  benefits. 

Eight  of  the  ten  states  with  mandatory  mental 
health  coverage  set  minimum  or  maximum  dollar  amounts 
for  outpatient  care.     The  most  common  dollar  allow- 
ance is   $500,   mentioned  by  three  state  laws.  COL- 
ORADO sets  a  $1000  annual  minimum  for  outpatient 
treatment,   while  CONNECTICUT  establishes  a  $1000 
maximum  benefit.     Three  states  permit  insurers  to 
require  a  50  percent  coinsurance  payment  as  well. 
MINNESOTA  law  requires  that  at  a  minimum  insurers 
pay  90  percent  of  the  first  $600  of  treatment  for 
mental  illness.     NEW  HAMPSHIRE'S  law  on  mental 
health  benefits  is  unique  among  the  states.  It 
requires  that  in  non-major  medical  policies  insurers 
pay  the  same  ratio  of  benefits  to  fees  for  psy- 
chiatric care  as  for  physician  care.     In  major  med- 
ical policies,   NEW  HAMPSHIRE  sets  a  $3000  year  min- 
imum for  all  types  of  mental  health  care  and  a 
$10,000  lifetime  maximum. 

Acceptable  treatment  providers  are  designated 
by  seven  of  the  ten  state  laws  mandating  mental 
health  benefits.     Common  requirements  are  that  treat- 
ment,  especially  outpatient  care,   be  administered 
or  supervised  by  physicians,   psychologists,  psycho- 
therapists or  psychiatrists. 

There  are  several  other  notable  aspects  of 
these  mandatory  mental  health  benefit  statutes . 
For  example,  benefits  for  substance  abuse  and  mental 
illness  are  tied  together  in  COLORADO,   NORTH  DAKOTA, 
VIRGINIA  and  WISCONSIN.      MARYLAND  and  NEW  HAMPSHIRE'S 
laws  only  require  benefits  for  mental  illness  which 
professionals  believe  is  subject  to  short-term  ther- 
apy. 

A  few  states  provide  definitions  of  mental  ill- 
ness in  their  mental  health  benefit  laws.  CONNECT- 
ICUT'S comprehensive  health  insurance  law,  for 
example,   requires  coverage  of  mental  conditions  as 


defined  by  the  insurance  commissioner.  MINNESOTA'S 
law  requiring  health  benefits  in  residential  treat- 
ment centers  for  emotionally  handicapped  children 
leaves  the  definition  of  these  children  to  the 
public  welfare  commissioner.58     MASSACHUSETTS  law 
leaves  the  definition  of  mental  or  nervous  condi- 
tions to  standard  nomenclature  of  the  American  Psy- 
chiatric Association. 


Required  Option 

Just  as  with  insurance  benefits  for  alcoholism 
and  drug  abuse,    state  laws  which  require  mental 
health  coverage  at  the  policyholder's  option  may 
be  referred  to  as   "required  option"   statutes.  "Re- 
quired option"   states  are  CALIFORNIA,   FLORIDA,  ILLI- 
NOIS,   KANSAS,    LOUISIANA,    MARYLAND,    NEW  YORK,  OREGON, 
VERMONT ,   VIRGINIA  and  WEST  VIRGINIA.     Although  these 
laws  do  not  have  the  impact  of  "mandatory  coverage" 
laws,   they  do  contain  provisions  of  interest  to 
other  states.     FLORIDA  and  WEST  VIRGINIA  laws,  for 
example,   state  that  covered  care  shall  be  limited 
to  mental  conditions  described  by  the  American  Psy- 
chiatric Association.     VERMONT  law  refers  to  mental 
disorders  as  those  mentioned  in  the  diagnostic  cat- 
egories of  the  International  Classification  of 
Diseases  as  periodically  revised.     Most  state  laws 
do  not  define  mental  illness  in  the  specific  sections 
on  insurance  benefits. 

Several  states  which  require  insurers  to  offer 
benefits  for  mental  illness  have  statutory  language 
permitting  additional  premiums  for  these  benefits. 
In  KANSAS  and  VIRGINIA,    the  optional  mental  health 
coverage  must  be  refused  in  writing  to  prevent  in- 
clusion in  policies. 


Update: 

On  June  12,    1979,   LD  1390,   which  requires  insur- 
ers to  make  benefits  available  at  the  policyholder's 
option  for  outpatient  community  mental  health  services, 
became  law  in  MAINE.     Only  group  policies  will  be 
affected  by  the  new  law. 


RESOURCES 

Additional  information  about  state  regulation 
of  mental  health  insurance  and  copies  of  the  model 
benefit  plan  developed  for  NIMH  may  be  obtained  from: 

Timothy  J.   Carr,   Reimbursement  Specialist 
Community  Mental  Health  Services 
Support  Branch 

National   Institute  of  Mental  Health 
5600  Fishers  Lane 
Rockville,   Maryland  20857 
(301)  443-3657 
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PRIVATE  HEALTH  INSURANCE  COVERAGE  OF  MENTAL  ILLNESS 


MANDATORY  COVERAGE 


fas  of  March  197  9) 


State 


Citation 


Type  of  Contract2 


Treatment  Setting 


Allowable 
Days 


Allowable 
Dollars 


Treatment 
Provider 


Other  Provisions3 


Colorado 


10-8-116  CRS 


Group 


INPATIENT 


45  days  per 
year:  minimum 


Not  Specified      Not  Specified 


Partial  hospitalization 
(hospital,  psychiatric 
hospital) 


90  days  per 
year:  minimum 


Not  Specified      Not  Specified 


OUTPATIENT:    (major  medical) 
comprehensive  health  cor- 
porations, hospitals ,  com- 
munity mental  health  cen- 
ters, mental  health  clinics 


Not  Specified 


$1000  per 
year:  mini- 
mum 


Direct  super- 
vision of 
physician  or 
psychologist 


Two  days  partial 
hospitalization  = 
one  day  inpatient 
caret- 
Use  of  mental  health 
benefi  ts  red  uces 
alcohol  benefit 
days; 

Copayment  require- 
ment may  go  to  50%; 

Deductible  require- 
ment same  as  other 
illnesses; 

Benefits  payable  to 
state  institutions 


Connecticut 


38-17 4d  CGS 


Group,  hospital  or 
medical  service 
corporations 


INPATIENT:  public  or 
private  hospital 


60  days  per  Not  Specified  Not  Specified 
year:  minimum 


OUTPATIENT:    (major  medical)     Not  Specified      50%  copayment      Not  Specified 

required 
$1000  per  year: 
maximum 


38-373  CGS 


Individual  and  group 
comprehensive  (option- 
al contracts) 


OUTPATIENT 


Not  Specified 


$1000  per 
year:  maxi- 
mum 


Physician , 
nurses 


Mental  conditi ons 
defined  by  insurance 
commi s si  oner ; 

Additional  medical 
social  services 
benefi  ts 


Maryland 


Art .    48A  , 
Sec.   47 OE, 
477E  and 
354D,  ACM 


Individual ,  group,  all 
nonprofit  health 
corporati ons 


INPATIENT:  hospital 


30  days  per 
year:  minimum 


Not  Specified      Not  Specified 


OUTPATIENT:    (major  medical)     Not  Specified 


50%  minimum 
of  benefi  ts 
for  other 
illnesses 
(usual  deduc- 
tible) 


Benefits  only  for 
acute  mental  ill- 
ness which  profes- 
si  onal  practi  ti  on- 
ers judge  subject 
to  short  term  ther- 
apy 


Massachusetts 


175-.47B, 
176 :8A, 
176B-.4A, 
176G.-4 
MGL 


All  general  health 
insurance,  employees' 
health  &  welfare  funds, 
nonprofit  hospital  cor- 
porations, medical  ser- 
vice corporations  &  HMO 


INPATIENT:    (public  or 
private  mental  hospital) 


OUTPATIENT:  comprehensive 
health  service  organi- 
zation, licensed  hospital, 
state  approved  mental 
health  or  day  care  centers 


60  days  per         Not  Specified  Diagnosis  or       Mental  or  nervous 

year:  minimum  treatment  by        conditions  as  de- 

  psychotherapist  scribed  by  American 

Not  Specified      $500  per  or  psychologist  Psychiatric  Associa- 
year:  minimum  tion; 

Inpatient  benefits 
in  general  hospital 
same  as  other  ill- 
nesses 
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PRIVATE  HEALTH   INSURANCE  MENTAL  ILLNESS  (cont.) 


State 

Citation 

Type  of  Contract2 

Treatment  Setting 

Allowable 
Days 

Allowable 
Dollars 

Treatment 
Provider 

Other  Provisions3 

Minnesota 


62A.151  MSA 


Group,  nonprofit  health 
corporations,  HMO 


Licensed  residential 
treatment  facility 


Same  as  other 
inpatient  hos- 
pital, medical 
coverage 


Same  as  other 
inpatient  hos- 
pital, medical 
coverage 


Applies  only  to 
emotionally  handi- 
capped children  as 
defined  by  public 
welfare  commissioner 


62A.152  MSA 


Group,  nonprofit  health 
corporations 


OUTPATIENT:  licensed 
hospital,  approved  com- 
munity mental  health 
center  or  clinic 


Not  Specified 


90%  of  first 
$600  per 
year:  minimum 


In  approved 
facility  or 
by  psycholo- 
gist or  psy- 
chiatrist 


Required  only  if_ 
policy  provides 
inpatient  benefi ts 
for  mental  illness 


New  Hampshire       415:18-a  Group  contracts  for 

NHRSA;  medical  or  hospital 

420:5-a  expenses ,  group 

medical  service  cor- 
porations 

Non-major  medical  INPATIENT :  Licensed  general       Same  as  other      Same  as  other 

policies  hospital  or  psychiatric  illnesses  illnesses 

hospital ,  public  mental 

hospital 


OUTPATIENT :  Psychiatrist 

15  hours  per 

Same  ratio  of 

or  psychologist 

year:  minimum 

benefits  to 

fees  for  psy- 

Public mental  hospital 

chiatric  care 

as  for  physician 

care 

Community  mental  health 

center  Same  benefit 

ratio  to  charges 
for  mental  health 
care  as  for  phy- 
sician care 


Major  medical  INPATIENT  Not  Specified      $3000  per  year:       Psychiatrist , 

policies    minimum  with  psychologist 

OUTPATIENT  Not  Specified      lifetime  maximum 

  of  $10,000 

Partial  hospitalization  Not  Specified 

(licensed  general  or 
mental  hospital,  community 
mental  health  center,  of- 
fice of  psychologist  or 
psychiatrist) 


NHRSA  Hospital  service  Same  benefits  as  above  except  that:     benefits  for  mental  disorders  under 

419:5-a  coporations  nonmajor  medical  policies  are  the  same  as  for  other  diseases .  Direct 

charges  by  psychiatrists  or  psychologists  may  be  excluded  from  reimbursement . 


North  Dakota 

Ch.  26-39, 

Group,  nonprofit 

Licensed  hospital 

70  days  per         Not  Specified 

Not  Specified      One  inpatient  bene- 

NDCC 

hospital  or  medical 

year:  minimum 

fit  day  =  two  days 

service  corporations 

partial  hospitaliza- 

Partial  hospitalization 

140  days  per 

ti  on; 

year:  minimum 

Inclusive  of  alcohol 

&  drug  abuse  bene- 

Combination 

Combination 

fits 
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State 


Citation 


Type  of  Contract2 


Treatment  Setting 


Allowable 
Days 


Allowable 
Dollars 


Treatment 
Provider 


Other  Provisions3 


Ohio 


1737.28  Group,  medical  care 

17  38.24  corporations ,  health 

3923.28  care  corporations ,  hos- 

3923.30  pital  service  associ- 

ORC  ations ,  government 

employees  or  self- 
insured 


OUTPATIENT:     office,  home, 
hospital ,  community  mental 
health  facility  approved 
by  state  or  JCAH 


Not  Specified 


$500  per  year: 
minimum 
subject  to 
reasonable 
coinsurance 
&  deductible 


By  or  under         Note:  Only  requires 
supervision         outpatient  mental 
of  physician        health  benefits  in 
or  psychologist  contracts  covering 

mental  or  emotional 

illness; 

Individual  may  be 
limited  to  $500 
total  under  all 
contracts ; 

Facility  utilization 
&  peer  review  req- 
uired; 

Four  year  sunset 
clause; 

Records  required  for 
premium  determina- 
tion 


Virginia 


38.1-348.7 
C.  of  Va. 


Individual ,  group  , 
all  nonprofit  health 
corpora ti ons 


INPATIENT  -  general  or 
mental  hospital 


30  days  per 
year 


Same  as  other 
illnesses 


Not  Specified 


Includes  different 
inpatient  alcohol 
and  drug  abuse  bene- 
fits under  mental 
disorders  which  are 
void  if  optional 
alcohol  &  drug  abuse 
benefits  chosen 


Wisconsin 


632.89 
Wis.  Stats. 


Group 


INPATIENT:  hospital 


30  days  per 
year:  minimum 


Not  Specified 


OUTPATIENT:  partial 
hospitalization ,  licensed 
outpatient  facility ,  hos- 
pital  (if  other  outpatient 
benefi  ts  covered) 


Not  Specified  $500 


By  or  under 
supervision 
or  referral 
of  physician 


Includes  family 
interviews ; 

Part  of  alcohol, 
drug  abuse  S  mental 
illness  package 


1.  "Mandatory  Coverage":     requires- certain  insurance  plans  to  pay  for  treatment  of  mental  illness  as  specified  in  the  law. 

2.  Definitions  of  contract  types  vary  widely  among  state  insurance  laws.     Various  states  exclude  special  disease,  accident,  Medicare  supplement 
policies  etc.  from  these  requirements .     For  exact  meaning  of  particular  terms,  refer  to  the  specific  law  cited.     Unless  otherwise  stated,  only 
group  contracts  are  included  under  nonprofit  health  corporations  or  plans. 

3.  "Other  Provisions" :     miscellaneous  provisions  of  law  which  may  be  significant  or  of  interest.     The  listing  is  not  all-inclusive. 
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PRIVATE  HEALTH  INSURANCE  COVERAGE  OF  MENTAL  ILLNESS 


OPTION  REQUIRED 


(as  of  March  1979) 


State 


California 


Citation 


10125,  10127 
and  11512.5 
Insurance  Code 
Calif.  Stats. 


Type  of  Contract2 


Treatment  Setting 


Allowable 
Days 


Allowable 
Dollars 


Treatment 
Provider 


Group,  self-insured , 
certain  nonprofit 
hospital  service  plans 


Terms  as  agreed  upon 
in  contract 


Terms  as  agreed      Terms  as  Terms  as 

upon  in  contract    agreed  upon        agreed  upon 
in  contract        in  contract 


Other  Provisions3 


Sec.  1373,  Health  & 
Safety  Code,  health 
service  plans  may 
permit  or  exclude 
such  benefits 


Florida 


627 .668 
Fla.  Stats. 


Group 


INPATIENT 


30  days  per 
year:  minimum 


Not  Speci fied      Not  Specified 


OUTPATIENT 


Not  Specified      $500  per  year:  Appropriate 

maximum  mental  health 

50%  coinsurance  professional 


Mental  disorders  as 
defined  by  American 
Psychiatric  Associ- 
ation; 

Option  incurs  addi- 
tional premium 


Illinois 


PA  79-1514, 
1976  Laws  of 
111. 


Group  accident  & 
health,  hospital  S 
medical  &  health 
service  corporations 


Not  Specified 


Not  Specified 


50%  copayment 
lesser  of 
$10,000  or 
25%  of  life- 
time limit  per 
year:  maximum 


Physician  or 
clinical  psy- 
chologist 


Kansas 


KSA  40-2, 
105 


Group 


INPATIENT:   licensed  medical 
care  facility ,  licensed 
community  mental  health 
center  or  clinic,  psychia- 
tric hospital 


30  days  per 
year:  minimum 


Not  Specified      Not  Specified 


OUTPATIENT 


Not  Specified 


100%  of  first 
$100  &  80%  of 
next  $500  per 
year:  minimum 


Physician  or 
ps  ychol  ogi  s  t 


Must  be  refused  in 
writing  to  avoid; 

Inclusive  of  alco- 
hol or  drug  abuse 
benefi  ts 


Louisiana 


22:213.2  LRS 


Group 


Same  as  other  illnesses 


Same  as  other 
illnesses 


Same  as  other 
illnesses 


Physician; 
prescribed  by 
psychiatrist; 
psychologist 
or  licensed 
social  worker 
in  consultation 
w /physician 


Maximum  12  months 
wai  ting  peri od  for 
mental  illness  bene- 
fits 


Maryland 


Art.  48A, 
477M,  3543, 
ACM 


Group,  nonprofit 
health  corporations 


Partial  hospitalization  - 
hospital ,  psychiatric  day 
care  center,  community 
mental  health  center 


30  days  per 
year:  minimum 


Not  S peci  fi  ed 


Medically 
directed 
psychiatric 
care 


Option  available  for 
appropriate  premium 


New  York 


Laws  1977, 
Ch.  894  and 
893 


Group,  hospital  service 
corporations  or  health 
service  corporations 


INPATIENT:  hospital 


30  days  per 
year:  minimum 


Not  Specified 


OUTPATIENT: 
state 


certi  fi  ed  by 


Not  S  peci  fi  ed 


$700  per 
year:  minimum 


By  certified 
facility  or  by 
psychiatrist 
or  psycholo- 
gist 


Mental  disorder  de- 
fined by  insurance 
policy; 

Subject  to  coinsur- 
ance and  deductible 
set  by  superinten- 
dent of  insurance ; 

Optional  social  wor- 
ker benefi  ts 
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State  Citation  Type  of  Contract2  Treatment  Setting  Allowable  Allowable         Treatment  Other  Provisions3 

Days  Dollars  Provider 


Oregon  ORS  743.558  Group  INPATIENT:  hospital  30  days  per  Not  Specified      Not  Specified 

year:  minimum 


OUTPATIENT:    (major  medical)     Not  Specified      50%  up  to  $500 

per  year:  usual 
deductible 


Vermont 


Ch.  107,  4089 
VSA 


Group 


INPATIENT:   general  hospi- 
tal, public  or  private 
mental  hospital ,  commun- 
ity mental  health  center 


45  day  equi- 
valent per 
year:  minimum 


Not  Specified      Not  Specified 


OUTPATIENT:   general  hos- 
pital ,  public  or  private 
mental  hospital,  licensed 
mental  health  facility 


Not  Specified 


100%  of  first 
five  visits; 
S  80%  there- 
after or  $500 


In  approved 
facility  or 
by  licensed 
mental  health 


per  year:  limit  professional 


Partial  hospitalization 


45  day  equiv- 
alent per  year: 
minimum 


Not  Specified      Not  Specified 


Available  for  addi- 
ti onal  premi urn; 

Insurance  company 
may  require  utili- 
zation review  for 
payment; 

Mental  disorder  de- 
fined as  mental  con- 
dition in  diagnostic 
categories  of  inter- 
national classifica- 
tion of  disease  as 
revised 


Virginia 


38.1-348.7 
C.  of  Va. 


Group,  all  nonprofit 
health  corporations 


OUTPATIENT 


Same  as  other 
illness 


50%  coinsur- 
ance &  $1000 
per  year: 
minimum 


By  hospital, 
mental  health 
center,  phy- 
sician or 
psychologist 


Alcohol  S  drug  abuse 
included  unless 
other  specified  op- 
tion is  chosen 


West  Virginia 


33-15-4a 
33-16- 3a 
C.  of  W.  Va. 


Individual ,  group 


INPATIENT 

Public  or  private 
mental  hospital; 


General  hospital 


45  consecutive 
days  per  year: 
minimum 

Same  as  other 
illness 


Not  Specified      Not  Specified      Must  be  refused  in 

writing; 

Mental  condition  de- 
fined by  American 
Psychiatric  Associa- 
tion; 


OUTPATIENT:  comprehensive 
health  organi zati ons  , 
licensed  hospital, 
approved  mental  health 
clinic 


Not  Specified 


50%  up  to 
$500  per 
year 


Also  covers  50  ses- 
sions per  year  w/ 
psychologist  or 
psychotherapist 
(supervised  employee 
of  mental  health 
center) 


1.  "Option  Required":     simply  requires  certain  insurance  plans  to  make  coverage  available  for  treatment  of  mental  illness  at  the  policyholders  option. 

2.  Definitions  of  contract  types  vary  widely  among  state  insurance  laws.     Various  states  exclude  special  disease,  accident,  Medicare  supplement 
Polices  etc.  from  these  requirements.     For  exact  meaning  of  particular  terms,  refer  to  the  specific  law  cited.     Unless  otherwise  stall* , 
only  group  contracts  are  included  under  nonprofit  health  corporations  or  plans. 

3.  "Other  Provisions":     miscellaneous  provisions  of  law  which  may  be  significant  or  of  interest.     The  listing  is  not  all-inclusive. 
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OTHER  LAWS  AND  ACTIVITIES 


It  should  be  noted  that  states  have  a  number 
of  other  laws  which  bear  upon  alcoholism,   drug  abuse, 
mental  health  and  private  health  insurance.  For 
example,   a  number  of  states  have  so-called  "freedom 
of  choice"  statutes.     These  laws  state  that  if  cov- 
ered services  are  legitimate  functions  of  profes- 
sionals such  as  psychologists  or  social  workers,  the 
insured  may  choose  these  providers  instead  of  physi- 
cians and  still  receive  insurance  benefits.  Several 
states  attempt  to  secure  private  insurance  payment  to 
public  mental  hospitals  by  requiring  health  policies 
to  cover  treatment  in  state  facilities  on  the  same 
basis  as  if  care  were  given  in  a  private  institution. 

Two  states  have  statutes  which  could  be  con- 
sidered "disclosure  laws"  --  that  is,   if  an  insurer 
does  not  cover  certain  illnesses,   the  policy  must  say 
so.     TENNESSEE  law  declares  that  health  insurance 
policies  must  cover  alcoholism,   drug  abuse  and  mental 
illness,   unless  policies  specifically  exclude  these 
disorders.     GEORGIA  law  states  that  hospital  insurance 
may  include  psychiatric  care,    and  if  not  the  policy 
must  bear  a  stamp  disclosing  the  exclusion.  Another 
common  state  law  exempts  insurers  from  liability  for 
losses  which  occur  as  a  result  of  an  insured's  being 
under  the  influence  of  intoxicants  or  narcotics. 

Numerous  bills  relating  to  private  health 
insurance  coverage  of  alcoholism,   drug  abuse  and 
mental  health  were  introduced  in  the  1979  state  leg- 
islative sessions.     Among  the  states  which  reviewed 
legislation  on  alcoholism  and  insurance  were  ALABAMA, 
ALASKA,   ARIZONA,   ARKANSAS,    FLORIDA,    HAWAII,  ILLINOIS, 
INDIANA,    IOWA,   MARYLAND,   MASSACHUSETTS,  MICHIGAN, 
MONTANA,    NEBRASKA,    NEVADA,    NEW  MEXICO,    NEW  YORK, 
NORTH  DAKOTA,    PENNSYLVANIA,    SOUTH  CAROLINA,  TEXAS, 
VIRGINIA  and  WISCONSIN.      States  with  bill  introduc- 
tions relating  to  private  insurance  coverage  of  drug 
abuse  included  ALASKA,   ARIZONA,   HAWAII,  INDIANA, 
MICHIGAN,   MONTANA,    NEVADA,   NORTH  DAKOTA,    SOUTH  CARO- 
LINA, VIRGINIA  and  WISCONSIN.     Mental  health  insurance 
was  the  subject  of  legislation  in  at  least  19   states  -- 
ARIZONA,    ARKANSAS,    COLORADO,    INDIANA,    ILLINOIS,  IOWA, 
MAINE,   MARYLAND,   MISSOURI,    NEW  HAMPSHIRE,   NEW  YORK, 
NORTH  DAKOTA,    OHIO,    OREGON,    SOUTH  CAROLINA,  SOUTH 
DAKOTA,    TENNESSEE,   VIRGINIA  and  WASHINGTON. 


Interest  in  mandatory  insurance  benefits  for 
alcoholism,   drug  abuse  and  mental  illness  is  evident 
at  the  federal  level  as  well.     United  States  Senate 
Bill   440  of  the  96th  Congress,    sponsored  by  U.S.  Rep. 
Riegle  and  others ,  would  amend  the  Comprehensive 
Alcohol  Abuse  and  Alcoholism  Prevention  Treatment  and 
Rehabilitation  Act  of  1970  to  give  states  an  incentive 
to  demonstrate  or  implement  regulatory  insurance  pro- 
grams which  treat  alcoholism  on  an  equal  basis  with 
other  chronic  illnesses.     If  this  bill  passes,  grants 
may  be  made  available  to  states  which  are  committed  to 
coverage  of  alcoholism  in  public  and  private  health 
insurance  systems  within  the  state. 

A  number  of  catastrophic  and  national  health 
insurance   (NHI)   bills  have  been  introduced  by  Congress 
this  year  which  include  limited  coverage  for  mental 
illness.     Both  inpatient  and  outpatient  mental  health 
treatment  are  covered  in  several  of  the  bills, 
with  severe  restrictions  on  care  provided  by  psychia- 
trists.    One    NHI  bill    (HR  16)    introduced  by  U.S.  Rep. 
Dingell,   would  exclude  benefits  for  hospitalization  in 
a  mental  hospital  or  institution.     Another  NHI  bill 
(HR  21) ,    sponsored  by  U.S.    Rep.   Corman  and  others, 
would  limit  inpatient  psychiatric  care  to  45  days  per 
benefit  period  and  also  would  limit  outpatient  care 
by  treatment  setting  and  type  of  care.     The  HR  21 
health  insurance  proposal  also  includes  specific 
coverage  of  outpatient  treatment  of  alcoholism  and 
drug  abuse.     Other  national  health  insurance  and 
catastrophic  illness  bills,   including  the  Administra- 
tion's proposal  and  a  Kennedy  -   labor  bill,    are  sche- 
duled to  be  introduced  this  session. 


30 


SUMMARY 


An  increasing  number  of  legislatures  have 
taken  steps  requiring  the  health  insurance  indus- 
try to  cover  treatment  of  alcoholism,  drug  abuse 
and  mental  illness.     Alcoholism  has  received  the 
most  legislative  attention,   followed  by  mental  ill- 
ness.    Efforts  to  mandate  coverage  of  drug  abuse 
have  been  very  limited  and  essentially  reflect 
alcoholism  provisions,  regardless  of  differences  in 
the  two  diseases.     Despite  the  legislative  activity 
in  the  1970 's,   the  majority  of  states  has  neither 
mandated  coverage  of  these  diseases  nor  required 
that  such  coverage  be  offered  to  policyholders. 
The  states  which  have  enacted  laws  mandating  bene- 
fits for  alcoholism,  drug  abuse  and  mental  health 
have  done  so  for  a  variety  of  reasons.  Discrimin- 
ation, treatment  costs,   patient  needs  and  provider 
activity  have  all  played  a  large  role. 

The  major  problem  with  existing  insurance 
coverage  of  alcoholism,   drug  abuse  and  mental  health 
is  a  traditional  preference  for  inpatient  medical 
treatment.     The  literature  on  these  illnesses  sug- 
gests that  hospital  care  may  be  neither  the  most 
efficacious  or  cost-effective.     On  the  other  hand, 
there  are  justifiable  concerns  about  such  things  as 
the  high  cost  of  outpatient  psychiatric  care,  the 
"success"  rate  of  drug  treatment  programs  and  the 
potential  for  increased  utilization. 

Policymakers  and  others  considering  expanding 
or  mandating  insurance  benefits  for  these  diseases 
find  that  limited  cost  and  utilization  data  on 
insurance  benefits  are  available  on  existing  cover- 
age of  alcoholism  and  mental  illness.     Even  less 
information  exists  on  the  costs  of  insurance  cover- 
age of  drug  abuse.     Very  good  information  on  the 
cost  of  alcoholism  benefits  is  available  from 
CALIFORNIA  where  a  pilot  program  demonstrated  that 
benefits  would  have  cost  only  $2.05  per  year  per 
policy  based  on  very  low  utilization  rates.  Whether 
the  CALIFORNIA  cost  and  utilization  experience  will 
apply  to  other  areas  is  difficult  to  determine.  In 
I  WISCONSIN,    information  from  the  state  insurance 
office  also  supports  the  findings  that  only  small 
premium  increases  are  necessary  to  cover  mandated 
benefits. 


To  assist  legislators,  insurers  and  others 
interested  in  alcoholism,   drug  abuse  and  mental 
health  benefits,  model  benefit  packages  have  been 
designed  for  all  three  illnesses  primarily  through 
various  federal  grants  and  contracts.     These  models 
attempt  to  balance  the  need  for  treatment  with 
cost  containment  concerns  by  limiting  treatment 
duration  and  dollar  payments  for  care.     If  field 
tests  of  the  model  benefit  packages  are  conducted, 
more  reliable  information  about  the  cost  of  insur- 
ance benefits  for  alcoholism,  drug  abuse  and 
mental  health  should  become  available.     In  the 
meantime,   state  and  federal  activities  to  encourage 
such  coverage  continue. 
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